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RELEVANT DOCKET ENTRIES 


UNITED STATES DISTRICT CUURT 
SOUTHERN DISTRICT OF NEW YORK 


— a ce — — os = — — — ss os — a = _ os _ -xX 
MATTHEW J. LAWLOR, 
Plaintiff, 
-against- : 
Civil 
THE GALLAGHER PRESIDENTS' REPORT, Fk an Ob ee 
INC., CYNTHIA A. BILLINGS, GULF & 
WESTERN INDUSTRIES, INC., DAVID N. : 
JUDELSON and MARTIN S. DAVIS, 
Defendants. 
_— — os — — _— — — ae a — _ — — _ a — — — -xX 
DATE PROCEEDINGS 
12-21-73 Filed complaint & issued summons. 


* * * * 


3-29-74 Filed ANSWER of defts. 


port, Inc. & Cynthia A. Billings. 


* * * * 


Docket 
5443-LFM 


Gallagher Pres. Re- 


4-3-74 Filed ANSWER & counterclaims of defts. Gulf 
& Western Indus., Judelson & Davis 
*® * * * 
5-10-74 Filed pltfs. ANSWER to counterclaims. 


* * * * 


10-22-74 Non jury trial begun. 
10-23-74 frial © Gs 
10-24-74 Trial cont'd & concluded. 


reserved. 


Judge's decision 


DATE 


3-13-75 


6-6-75 


PRUCEEDINGS 


Filed Opinion #42406 & Order. Pltff brings 
this diversity act .on for libel alleging 
-hree claims for re.ief. For the many rea- 
=Ons indicated ir the opinion, which consti- 
tutes this court's findings of fact & 
conclusions of law, judgment is granted. 

(1) In favor of defts Judelson & G&W against 
pltff dismissing the first claim for relief. 
(2) In favor of defts Davis & G&W against 
pltff£f dismissing the second claim for relief. 
(3) In favor of pltff against Report & Billings 
on the third claim for relief, in the amount 
of $45,000. (4) In favor of deft David 
against pltff dismissing the third claim for 
relief. (5) In favor of deft G&W against 
pltff on the first, third & fourth counter- 
claims imposing a constructive trust of 
$8,698.50, now on deposit in account #27-45604, 
in the New York Bank for Savings, in the name 
of Richard Ives Rudell, & directing Rudell to 
turn over this fund to GéW. (6) In favor of 
deft. G&W against pltff on the first, third 

& fourth counterclaims, in the amount of 
$3,001.56 & (7) In favor of pltff against 
G&éW dismissing the second counterclaim. 
Settle judgment & decree within ten (10) 

GAYS cc ceees MAC MAHON, J m/n 


Filed Judgment #75,505 & Order that pltffs 
first claim against defts (Judelson & G&W) 

is dismissed. (2) Pltffs second claim 

against deft: (Davis & G&W) is dismissed. 

(3) Pltffs th..d claim against defts (Gallagher 
& C. Billings) is granted in the am't of 
$45,000. (4) Pltffs third claim against 

deft (Davis) is dismissed. (>) Perse, third 

& fourth counterclaim of deft (G&W) against 
pltff re constructive trust of $8,693.50, 

in name of (Rudell) is granted, & that he turn 
Over the said sum to deft (G&W). (6) First, 
third & fourth counterclaims of (G&W) against 
pltff in the am't of $3,001.50 is granted, 

& pltff is to pay deft (G&sW) that am't. (7) 
Second counterclaim of deft (G&W) is dismissed. 
(8) The Clerk of the Court is authorized to 
enter judgment for costs to be taxed...... 

MAC MAHON, J Judgment Ent. 6-6-75, Clerk 


DATE 


6-6-75 


3A 


PROCEEDINGS 


Piled deft (Gallagher Presidents & Cynthia 
Billings) notice of appeal for that part 

of the final judgment entercd 6-6-75, in 

favor of pltff, on the third claim for re- 
lief against the defts (Gallagher & Billings). 
Copies send to: 


Richard Ives Rudeli & 
Davis J. Stolzar 
600 Madison Ave. 
New York, N.Y. 10022 


Proskauer Rose Goetz & Mendelsohn 
300 Park Avenue, 
New York, N.Y. 10022 
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ED STATES DISTRICT COURT 


T OF NEW YORK 
MATTHEW J. LAWLOR 


Plaintif ef, 732 €trv 


- Against - 
THE GALLAGHER PRESIDENTS‘ REPORT, INC., 
CYNTHIA A. BILLINGS, GULF & WESTERN COMPLAINT 
INDUSTRIES, INC., DAVID N. JUDELSON AND 
MARTIN S. DAVIS, 
Defendants 
Plaintiff, as and for his complaint herein by his 
attorneys, Richard Ives Rudell and Davis J. Stolzar, alleges 
as follows: 
ALLEGATIONS APPLICABLE TO 
ALL CAUSES OF ACTION 
FIRST: Plaintiff is a citizen of the State of 
Connecticut and defendants THE GALLAGHER PRESIDENTS‘ REPORT 
INC., hereinafter referred to as "REPORT", and GULF & 
WESTERN INDUSTRIES, INC., hereinafter referred to as "GULF", 
are both corporations incorporated under the laws of the 
State of New York and having th .r respective places of 
business in the State of New York. 
SECOND: The matter in controversy exceeds, exclusive 


of interest and costs, tne sum of ten thousand dollars. 


fe 
y 
v 


THIRD: Defendant BILLINGS is and at all times icrein 
t 


mentioned was editor and president of REPORT. 5A 
FOURTIL: Defendant JUDELSON is and at all times hereinatiter 


nentioned was president of GULF. 

FIFTH: Defendant DAVIS is and at all times hereinafter 
mentioned was senior vice president of GULP. 

SIXTH: Plaintiff was until April 26, 1973 and for several 
years prior thereto employed as vice president-employee relations 
by GULF. 

AS AND FOR A FIRST CAUSE 
OF ACTION AGAINST DEFENDANTS 
JUDELSON AND GULF 

SEVENTH: Plaintiff r2peats and realleges each and every 
allegation contained in Paragraphs "FIRST","SECOND", "FOURTH", 
"“PIFTH"” and "SIXTH", as if fully set forth herein. 

EIGHTH: On or about April 26, 1973 in the presence of 
plaintiff and other persons, defendant JUDELSON did state to 
plaintiff ". . . you went crazy this last year-- you have been 
grossly guilty of conflict of interest.” and "You and that 
McDermott set up the Marx Group, opened a Si and hoped 
to cet away with a great deal of money .. -". 

Niwyii: That the statements meade by defendant JUDELSON were 
made in the course of his employment by GULF. 

TENTH: That the statements made by defendant JUDELSON wers 
untrue, false and defamatory. ; 
ELEVENTh: That as a result of such false and defamatory 


statements, vlaintifé was caused to resign from GULF anc 


to the present time has been unable to obtain other employment 


intwurod in hic orstit 
SNjIUSOG 2m Ma: gear 


reputation and suffered great pain and mental anguish, to 


plaintiff's damage in the sum of $2,000,000. 6A 


\ > 
OF ACTION AGAINST DEPERNDANTS 
DAVIS AND GULF 


i 4 'w- 


‘WELFTH: Plaintiff repeats ana realleges each and every 
allegation contained in Paragraphs "FIRST" through "SIXTH" 
inclusive as if fully set forth herein. 


THIRTEENTH: Upon information and belief some time 


between on or about April 26, 1973 and May 22, 1973 defendant 


7208 
yee 


DAVIS did state to defendant BILLINGS and/or ancther emplo 
or other employees of REPORT that paintiff had extracted 
fees from GULF for placement of executives with GULF. 

FOURTEENTH: That the statement made by defendant DAVIS. 
was made in the course of his employment by GULF. 

FIFTEENTH: That the statement made by defendant DAVIS was 
untrue, false and defamatory. 

SIXTEENTH: That as a result of such false and defamatory 
statement, defendant BILLINGS caused REPORT to publish the 
said statement of DAVIS in its May 22, 1973 edition of "The 
Gallagher Presidents' Report". 

SEVENTEENTH: That as a result of such false and defamatory 
statements, plaintiff from the time of publication up to tne 
present time has been unable to obtain other employment ans 
has otherwise been greatly injured in his credit and reputation 


and suffered great ozin and mental anguish, to piains=. 


Gamage in the sum of $2,002,000. 


2.83 AND FOR 4. THTRD CAUSE 
OF ACTION ACALNST DEFENDANTS OA 


Te , a aute 
R POs Pam: 22D: AWTS... 


BIGHTEESTH: Plaintiff repeats and alleges each ans 
every allegation contained in Paragranhs "“FILRST" through 
"SIXTH", inclusive, and “THIRTEENTH" through "SIXTEENTH", 


inclusive,as if fully s 


j t forth herein. 
NINETEENTH: Upon : 


information and belief, that the state- 


re 1) 


ment made by defendant DAVIS as alleged in Paragraph 
"THIRTEENTH" hereof was made with the malicious intention 
and for the pur>ose of having the same published in REPORT's 


"The Gallagher Presidents’ Report”. 


TWENTIETH: At all times herein mentioned REPORT was and 


still is the publisher of a weekly newsletter of general 
* 


circulation, published in the City of New York and known 


as 


"The Gallagher Presidents’ Report”. 


QWENTY-FIRST: On the 22nd day of May 1973, defendant 


BILLINGS caused to be and REPORT maliciously published in 


the said newsletter of and concerning the plaintiff the 


following matter 

. 'CHARLIF 30! IDERFUL' ELUTDORN CRACKS DOWN ON EXECUP IVES « 
Gulf & Western Industries chairman forced to oust Matt 
Lawlor two weeks ago after discovery of questionable 
practices by Lawlor as v-p employee relations. Lawlor 
in charge of G& personnel departr - Reportedly set 
up cummy corporation Mark Group. © 2n 3 bank account 
for dummy corporation. Channeled unsolicited job re- 
Sumes to Mark Grou». Extracted Feos for placanment of 
executives with G& W. Charlie climinates title. Turns 
over Lawlor's dutios to director of personnel David 
Forena2n. " 


Meret ems mn 
Leesist » = yaCO. Ns 


Jide 2.0 Matter so publishes is untrue, ralse, 


chow 


and defamatory. 


TWENTV-TITRD: AS a result of the publication of such 


ce ka 


time, has been unable to obtain other employment and has other 


wise been greatly injured in his exedit ana reputation and 


suffered great pain and mental anguish, to plaintif£f' S Gamage in 


the sum of $ 2,000,000. 


Wherefore, Plaintiff prays (1) that he have and recover 


from the defendants JUDELSON and GULF and each of chem, on the 


first cause of action, the sum of $ 2,000,000, together with his 


costs herein, (2) that he have and recover from the defendants 


DAVIS and GULF, and each of them, on the second cause of action, 


the sum of $ 2,000,000, together with his costs herein, and 


(3) that he have and recover from the defendants REPORT, BILLINGS 


and DAVIS, and each of them, on the third cause of action, the 


sum of $ 2,000,000, together with his costs herein. 
RICHARD IVES RJDESD and ace Vio dy : 

STOLZAR 
Attorneys for Plaintiff 
Office & P.O. Address 
1501 Broadway 


New York, New York 10036 
Tel. No. 212-736 6642 


’ 
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\ ! 
i 
| ° pocaeson DISTRICT OF NEW YORK ae 
| 
| 
| 
{ 
| 
| 
| 


MATTHEW J. LAWLOR, ey 73 Civ. 5443 LFM 
Plaintiff, : ANSWER OF DEFEN epi e THE 
GALLAGHER PRESIDEN ' 

-against- : REPORT, INC.> and cy: _THIA 

A. BILLINGS 

THE GALLAGiIIER PRESIDENTS! REPORT, INC:.,.: ” 

CYNTHIA A. BILLINGS, GULF s WESTE! 

INDUSTRISS, INC... DAVID: N. JUDELSON $ 

and MARTIN S, DAVIS, 


Defendants THE GALLAGHER PRESIDENTS’ REPORT; Ne 
(hereinafter "Report") and CYNTHIA A. BILLINGS, (hereinafter 
"Billings"), by their attorneys, Townley, Updike, Carter & Rodgers} 


for their answer to Plaintifi's complaint: 


1. Admit that defendant Report is incorporated under 
the laws of the State of New York and has a place of business 
in the State of New York and except as so acmitted, deny 
knowledge or information sufficient to form a belief as to each 


4 and every allegation contained in paragraph FIRST of the complaint 


f 
2. Deny each and every allegation contained in para- | 


graph * "OND of che complaint. 


Admit each and every allegation contained in para- 


graphs THIRD ¢: ‘he complaint. 


4. Deny knowledge or information sufficient to forn | 
a belief as to each and every allegation contained in paragreuin 


FOURTH of the complaint. 


53. Deny knowledge or information sufficient to form : 
| 
i 


| 
! 


a belier as to each and every allegation contained in paragrash 


FIFTH of the complaint. 


10A 


6. Admit th-t plaintiff was employed as vice president-) 


employee relations by GULP and except as SO acmitted deny knowl- 


£ 


edge or information sufficient to form a belief as to each and 
every allegation coatained in paragraph SIXTH of the complaint. 
AS TO THE ALLEGED FIRST CAUSE 


OF ACTION AGAINST DEFENDANTS 


JUDELSON AND GULF: 


7. Defendants Report and Billings do not plead to 


Such cause of actio:. since it is not directed to either of siia@ 


defendants. 


AS TO THE ALLEGED SECOND CAUSE 
OF ACTION AGAINST DEFENDANTS 
DAVIS AND GULF: 
8. Defendants Report and Billings do not plead to 
| such cause of action (except to the extent contained in their 
answer to the third alleged cause of actiom infra) since it 


is not directed to either of said defendants. 


AS TO THE ALLEGED THIRD CAUSE OF 
ACTION AGAINST DEFENDANTS REPORT, 
BILLI. 3 AND DAVIS: 


9. With respect to Paragraph EIGHTEENTH of the 


complaint: 


A. Repeat and reallege each and every admission cnd 


denial contained in Paragraph 1 through. 6 hereof. 


B. Deny each and every allegation contained in pare- 


Qraph THIRTEENTH of the complaint. 


| 
i a > 


Deny eacn and every allegation contained in para- 

Bee FOURTEENTH of the complaint. 414A 

D. Deny each and every allegation contained in para- 
graph FIFTEENTH of the complaint. 

E. Deny each and every allegation contained in para- 
graph SIXTEENTH cf the complaint. 

10. Deny each and every allegation contained in para- 
graph NINETEENTH of the complaint. 


1 


ll. Admit each and every allegation contained in 


paragraph TWENTIETH of the complaint. 


12. Admit that the words quoted in paragraph TWENTY- 
FIRST of the complaint were published by defendant Report in 
its newsletter dated May 22, 1973 and except as so admitted, 


deny each and every allegation contained in paragraph TWENTY- -FIRST| 


of the complaint: 


13. Deny each and every allegation contained in para- 


graph TWENTY-SECOND of the complaint. 


14. Deny each and every allegation contained in para- 
graph TWENTY-THIRD of the complaint. 
FOR A 


THE COMPLAI 
AND. BILLINGS 


FIRST AFFIRMATIVE DEFENSE TO 
NT, DEFENDANTS REPORT 
ALLEGE : 


15. The complaint fails to state a claim against 


Met eb, yt iim aed vst. 1 ot maV*ing ~ ~- ~~ = = 
ana pbissingss WhIiCN Yeswier Cand we yeas. 


Q, 
© 


fencants Report upon 


FOR A SECOND AFPFIRMAT 
THE COMPLAINT, DEFENDANTS 
AND BILLINGS ALLEGE: 


TO 


VE DEFENSE 


REPORT 


matter complained of is true in substance. 


| 


| 
| 
| 
| 
| 
| 
| 


12A 


| 
| 17. The matter complaincd of concerned a matter of 


;public interest, was published by said defendants in the honest 
belief of its truth without knowledge of any falsity and without 


malice toward plaintiff and its publication was and is .rivileged 


under the federal and state constitutions. 


" 


WHEREFORE defendants The Gallacher Presidents' Report, 
Inc. and Billings demand judgment dismissing the complaint 


herein together with the costs and disbursements of this action. 


Dated: New York, New York 
March 29, 1974 
TOWNLEY, UPDIKE, CARTER & RODGERS 


By: eee 4s Fa 


Firm =; Ss 
Attorneys efendants, The 
Gallagher dents’ Report, Inc. 
and Cynthia A. Billings 
Office and P.O. Address 
220 East 42nd Street 
New York, New York 10017 
(212) 682 4567 


UNITED STATES DISTRICT COURT 43A 
SOUTHERN DISTRICT Oi NEW YORK 


MATTHEW J. LAWLOR, 


. Plaintiff, 73 Civ. S4u4z°7° 
(LFM) 
-against- 


ANSWER AND COUNTER- 


THE GALLAGHER PRESIDENTS! REPORT, INC., CLAIMS 
CYTHIA A. BILLINGS, GULF & WESTERN : 

JUSTRIES, JNC., DAVID N. JUDELSON 

.4d MARTIN S. DAVIS, © 


Defendants. 


Defendant Gulf & Western Industries, Inc., David N. 


Judelson and Martin S. Davis, by their attorneys, Hill, Betts 
& Nash, for their answer to the complaint herein: 
ANSWERING THE ALLEGATIONS 
APPLICABLE TO ALL ALLEGED 
CAUSES OF ACTION. 

1. Deny any knowledge or information sufficient to 
form a belief as to the allegations contained in Paragraph 
FIRST of the complaint, except admit that defendant Gulf & 
Western Industries, Inc. is a corporation organized under 
the laws of Delaware having:a placc of business in the 


State of New York, 


2. Deny the allegations contained in Paragraph 


SECOND of the complaint. 


3. Deny any knowledge or information sufficient to 


form @ belief as to the allerations contained in Paracranh 


THIRD of the complaint. 


4, Admit the allegations contained in Paragrapn 
FOURTH, FIFTH and SIXTH of the complaint. 


14A 


INSWERING THRE FIRST ALLEGED 
CAUSE Or ACTION, 
DEFENDANTS JUDELSON AND GULF 
5. Answering Paragraph SEVENTH of the complaint, 
repeat, reiterate and reallege each and every admission, 
denial, and denial of. knowledge or information as herein- 


before set forth, with the same force and effect as if 


herein repeated and set forth at length. 


6. Deny the allegations contained in Paragraphs 
EIGHTH, NINTH, TENTH and ELEVFNTH of the complaint. 
ANSWERING THE SECOND ALLEGED 
CAUSE OF ACTION, 
DEFENDANT DAVIS AND GULF 
7. Deny the allegations contained in Paragraphs 
TWELFTH, THIRTEENTH, FOURTEENTH, FIFTEENTH SIXTEENTH and 


SEVENTEENTH of the complaint. 


ANSWERING THS THIRD ALLEGED 
C/USE OF ACTION, 
DEFENDANT DAVIS 

S, Answering Paragraph EIGHTEENTH of the complaint, 


repeats, reiterates and realleges each and every admission, 


denial, and denial of knowledge or information as hereintefore 


set forth, with the same force and effect as if herein repeated 


and set forth at length. 


9. Denes the allegations contained in Paragraph 


NINETEENTH of wine complaint. 


10. Denies any knowledge or information sufficient 


to form a belief as to the allegations contained in Paragraph 


TWENTIETH of the complaint. 454A | 


11. Denies the allegations contained in Paragraph | 
TWENTY-FIRST of the complaint except admits that the words 
set forth in quotation marks therein appeared in "The 


Gallagher Presidents' Report" on the date et forth. 


12. Denies the allegations contained in Paragraphs 


TWENTY-SECOND and TWENTY-THIRD of the complaint. 


FIRST ALLEGED CAUSE OF ACTION, 


| 
| 
| 
| 
| 
AS AND FOR A FIRST DRFENSE TO THE | 
DEFENDANTS JUDELSON AND GULF ALLEGE: | 
——— LEN ALLEGED 


13. The complaint fails to state & claim against 
defendants Judelson or Gulf upon which relief can be granted. 
AS AND FOF A FIRST AFFIRMATIVE 
DEFENSE TO THE FIRST ALLEGED 


CAUSE OF ACT LON, 
DEFENDANTS JUDELSON AND JULF ALLEGE: 


+. The alleged words referred to in Paragraph 
EIGHTH of the complaint are in their nature and ordinary 
meaning. true and constitute fair comment, expressed in good 
faith, without malice, towards the plaintiff herein, 

AS AND FOR A SECOND AFFIRMATIVE 

DEFENSE TO THE FIRST ALLEGED 

CAUSE OF ACTION, 
wh ENDANTS JUDELSON AND GULF ALLEGE: 
UL ALLEGE 
15. The alleged words referred to in Paragraph | 

EIGHTH of the complaint were uttered durinc a meeting of 


corporate officials of defendant Gulf who were in authority, 


| 
interested in and responsibi for.the operations of said | 
t 


corporaticn. At tne time of said meeting said ind‘tviduals 46A 
had a lawful interest in and a fiduciary duty to explore 
the matter of plaintiff's continued employment by defendance { 
Gulf or the termination thereof. The alleged words referred 
to were uttere4 in the performance of such duty and in the 
furtherance of su.’ interest in the belief of the truth 
thereof and without malice towards the plaintiff, and said 


alleged words were privileged. 


DEFENSE TO THE FIRST ALLEGED 
CAUSE OF ACTION, 
DEFENDANTS DAVIS AND GULF ALLEGE: 


AS AND FOR A THIRD AFFIRMATIVE | 
16. The alleged words referred to were based on | 
information believed to be true and were uttered in good 
faith and without malice towards the plaintiff. 

AS AND FOR A FIRST DEFENSE TO THE 

SECOND ALLEGED CAUSE OF ACTION, 

DEFENDANTS DAVIS AIID GULF ALLEGE: 

17. The complaint fails to statc a claim against 


defendants Davis or Gulf upon which relief can be granted. 


AS AND FOR A FIRST DEFENSE TO THE 
THIRD ALLECED CAUSE OF ACTION, 
DEFENDANT DAVIS ALLEGES: 
18. The complaint fails to state a claim against 


defendant Davis upon which relief can be granted, 


FIegsTr 
FOURTH COUNTERCLAIM 


19. The plaintiff was until April 26, 1973 and for 
£ y2ral years prior thereto employed as Vice President - 


Employee Relations by the defendant Gulf. 


20. By virtue of the plaintiff's status as an officer 


relationship with his said employer, the plaintiff was 


entrusted with and acquired special knowledge of confidential 


' 
| 
of the defendant Gulf and his confidential and fiduciary a7 


resumes and applications for employment submitted by applicants 


seeking executive positions with the defendant Gulf and its 


subsidiaries. 


21. Said resumes and confidentiai information, belonged 


to and constituted a valuable asset of “he defendant Gulf. 


22. On numerous occasions during tt:e period, January 
1973 through April 1973 and prior thereto, the plaintiif, 
acting alone and in concwrt with others, abused his fiduciary 
obligations and exploite. for his personal benefit the special 
knowledge and information belonging to the defendant Gulf 
which was entrust. 1 tc him, in that without the knowledge or 
consent of the defendant Gulf, plairciff forwarded or acquiesced 
in the forwarding of a number of said executive resumes and 
confidential records to outsid. firms or ventures known as 
the Mark Group or Mark Communications , for the purpose of 
promoting the development of such firms and ventures for his 


persoual profit. 


23. On information and belief, the plaintiff has 
received payment, directly or indirectly, in the form of 
commissions, profits, credits ‘r control over the use of 
proceeds in those instances in which the said Mark Group or | 
Mark Communicéetions has for a fee placed in employment with | 
employers other than the defendant Gulf, applicants whose 
resumes and records had been furnished by plaintiff in the 


manner set fo1ch in Paragraph 22 herein. 


commissions, profits, credits or proceeds and should .2 


directed to account and pay over to the defendant Gulf said 


amounts, and a constructive trust in favor of defendant Gulf 


should be imposed thereon. 
SECOND COUNTERCLAIM 


25. Defendant Gulf repeats and realleges each and 
every allegation contained in Paragraphs 19, 20, 21, 22 


and 23 as if fully set forth herein. 


26. Defendant Gulf has been damaged in excess of the 


amour; of $10,000.00. 
THIRD COUNTERCLAIM 


27. Defendant Gulf repeats and realleges each and 
every allegation contained in Paragraph 19, 20 and 21 as if 


fully set forth herein 


28. In or about January 1973, the resume of 
charles W. Tomlinson, was forwarded to the defendant Gulf 


for consideration. 


29. Said resume was entrusted to the plaintiff's 


control and consideration, 


30. Without the knowledge or consent of defendant Gulf, 


said resume was forwarded by or with the knowledge and consent 


of plaintiff to the Mark Group, 31 Turn of River Road, 


Stamford, Conn-eticut, 


The p.aintiff is not entitled to retain the said 


$e enw: an « 


31. As the result of th. recruitment services of the 
said Mark Group, Charles W. Tomlinson was thereafter employed 
by Polymer Industries, Incorporated, 1200 High Ridge Road, 


Stamford, Connecticut. 


32. In or about April 1973, Polymer Industries remitted 


the sum of $9,000.00 to the Mark Group in payment of profes- 


sional services for the recruitment of Charles W. Tomlinson, 


33. On information and belief, the plaintiff has 
received a portion of said proceeds, directly or indirectly, 
in the form of commissions, profits or credits, and other- 
Wise personally has been enriched as a result of the payment 
of said amounts and his control over tiie application and use 


of said proceeds, 


34. The plaintiff is not entitled to retain the said 
commissions, profits, credits or proceeds and should be 
directed to account and pay over to the defendant Gulf said 
anounts, and a constructive trust in favor of defendant Gulf 


should be imposed thereon, 
FOURTH CUUNTERCLAIM 


35. The plaintiff was until April 26, 1973 and for 
several years prior thereto employed as Vice President - 


Employee Relations by the defendant Gulf. 


36. In or about March, 1973, and while employed by 


the defendant Gulf, the plaintiff aided an executive employed 


. 1+ - nN . oem: + Ath 
in defendant Gulf's Tax Department in securing emplo;ment with 


another employer. 
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Gulf, the plaintiff, acting alone and in concert with others, 
directed said employee to the Mark Group or Mark Communications 
and thereafter received peyment, directly or indirectly, in 

the form of fees, commissions, profits, credits, or control 
over proceeds, upon the placement of the said employee with a 


mew and different employer. 


38. On information and belief, the plaintiff has 
received the sum of $2,700.00. 


39. Plaintiff is not entitled to retain the said 


commissions, profits, credits or proceeds and should be 


amounts, and a constructive trust in favor of defendant 


Gulf should be imposed thereon. 


WHEREFORE, defendants David:N. Judelson and Guif & 
Western Industries, Inc., demand judgment dismissing the 
first alleged cause of action against each of them, together 
with costs and disbursements; defendants Martin S. Devis and 
Gulf & Western Industries, Inc., demand judgment dienteedng 


directed to account and pay over to the defendant Gulf said | 
the second alleged cause of. action against, each of them; and 
‘ 


defendant Martin S. Davis demands judgment dismissing tne 


bursements; and defendant Gulf & Western Industvies, Inc., 
demands judgment granting the counterclaims against the 


third alleged cause of action, together with costs and dis- 
plaintiff, as follows: 


(a) On the first counterclaim for ‘relief, 


? 1¢ P ad a oe .10Rn + nane-t 
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for and pay over to ‘the ‘defendant Gul? | 

& Western snaustr LCS, LIC +» ali pre- 

ceeds, commissio:.s, «nd profits received | 

by plaintiff, eit>er -irectly or in- 

directly, from the Mark Group, Mark | 
' 
' 


37. Without the knowledge or consent of defenaant i PAU. © 
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Communications or a..y other firm, 
venture or source arising out of the 
placement of individuals whose resumes 
or applications were initially sub- 
mitted to the defendant Gulf and then 
foniarded to said Mark Group, Mark 
Communications or any other firm, 
venture or source, and imposing a 


constructive trust in favor of the | 
defendant Gulf & Western Industries, 


| 
4 
‘ 


Inc. upon said proceeds, commissions, 
profits and amounts, 


whe 


; (bo) On the second counterclaim for relief, 
udgment in an amou.:it in excess of 
10,000.00 together with costs and 
disbursements. 
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(c) On the third counterclaim for relief, 
judgment directing the plaintiff to 
account for and pay over to the 
defendant Gulf & Western Industries, 
Inc. all proceeds, commissions and 
profits received by him, either 
directly or indirectly, from or on 
behalf of the Marx Group or Mark 
Communications as a result of the 
placing of Charles W. Tomlinson with 
Polymer Industries, and imposing a 
constructive trust in favor of defen- 
dant Gulf & Western Industries, Inc. 
upon said proceeds, commissions, 
profits and amounts. 


(d) On the fourth counterclaim for relief, 
judgment directing the plaintiff to 
account for and pay over to the defen- 
dant: Gulf & Western Industries, Inc. 
all proceeds, commissions and.profits 
received by him, directly or indirectly, 
whether from or on behalf of the Mark 
Group or Mark Communications, as a 
result of the placing of the said 
employee of defendant Gulf with another 
employer, and imposing a constructive 
trust in favor of defendant Gulf & 
Western Industries, Inc. upon such pro- } 
ceeds, commissions, profits and amounts. 


all together with costs and disbursements. 
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UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 
lee eee eek nn ne nn ee y 4 
MATTHEW J. LAWLOR, : Before: 
$ HON. LLOYD F. MacMAIION , 
Plaintiff, : District Jucge,. 
-against- : 
THE GALLAGHER PRESIDENTS $ 72 Civ. $463 
REPORT INC., CYNTHIA A. $ 
BILLINGS, GUL™ & WESTERN : 
INDUSTRIES, LliiC., DAVIiv N. : 
JUDELSON, and MARTIN S. DAVIS,: 
Defendants. 2 
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New York, Octob2r 22,23,24, 1974 


STENOGRAPHER'S MINUTES 
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UNITED STATES DISTRICT COURT 


SOUTHERN DISTRICT OF NEW YORK 
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MATTHEW J. LAWLOR, 

Plaintiff, 

~aygainst- 2 73 Civ. 5443 

THE GALLAGUJER FRESIDENTS REPORT InC., 
CYNTHIA A. BILLINGS, GULF & WESTERN 
INDUSTRIES, INC., DAVID N. JUDELSON, 
and MARTIN S. DAVIS, 

Defendants. 
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October 22, 1974 
10:10 a.m. 


BEFORE: 


HON. LLOYD F. MAC MAHON, 
District Judge 


APPEARANCES: 


DAVIS J. STOLZAR, ESQ. and 
RICHARD IVES RUDELL, ESQ., 
Attorneys for the Plaintiff 


Messrs. TOWNLEY, UPDIKE, CARTIER & ROGERS 
Attorneys for Defendants Gallagher 
Presidents Report, Inc. and Cynthia A. Billings 
BY: JOHN PAUL REINER, ESQ., 

of Counsel 


Messrs. PROSKAUER, ROSE, GOETZ & MENDELSOHN 
Attorneys for Defendants Gulf & Western 
Industries, Inc., David N. Judelson, and 
Martin S. Davis 
BY: STEVEN J. STEIN, ESQ., 
JONATHAN M. HERMAN, ESQ. , 
. of Counsel. 
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(Case called.) 

THE COURT: Proceed. 

MR, STEIN: Your Honor, before we vUroceed with 
the case, may I make an application. 

THE COURT: Surely. 

MR. STEIN: I have a petition for the admission 
to practice before the bar of this court, my associate John 
Herman. The papers should be before your Honor, They were 
to have been in the 506 this morning and regularly brought 
On in that part, and because Mr. Herman is with me on this 
case and because he has been assisting te on this case, I 
asked the Clerk's Office to have it brought before your 
Honor. 

THE COURT: Yes, make the motion. 

MR. STEIN: I have known Mr. Herman since the 
Summer Of 1972 when he first canie to work with our firm. 


He is a graduate of the NYU Law School, in June 


‘73, and since the fall over a year ago has been an associate 


of our firm, member of the New York Bar. 


I have worked with Mr. Herman. I know his 


ability and character to be good and I am certain he would be 


a credit to the Bar of this Court. 
THE COURT: I will grant the motion. We will 


Swe7; you in later at the end of the day. 
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MR. STEIN: 


Honor, I'm sorry. 


MR. STOLZAR: 


we start. 

Counsel for 
tain stipulations which 
nately we didn't commit 
the stipulations are as 


Paragraph 8 


oa 


3 


I shcuid have thought of that, your 
May it please the Court, before 


all parties met and agreed upon =i 
would speed up the trial. Unfortu- | 
these :o a written document. However, 
follows: 


of the complaint is amended to set 


forth the specific words of the defendant Judelson as taken } 


from the transcript of the taperecording cf the April 26th, 


1973 meeting between Lawlor, Judeison, Davis, Jones and 


McAward, as annexed hereto and indicated by the page number 


appearing in the margin thereof. 


I do have a 


THE COURT: 


photocopy with the pages and -- 


Can you make it simple for me? 


Set out the words on the record. 


MR. STOLZAR: 


From page 10, Judelson's words: 


"You don't feel, Matt, that there's any conflict 


of interest between your getting resumes here and giving 


them to the Mark Group, 


getting a fee? Right?" 


and having them place the people and 


From page ll. 


"You, in fact, Matt, have gotten letters, from 


SOUTHERN DISTRICT COURT REPORTERS, US COURTHOUSE 
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people, looking for jobs, innocently, that have been under 


~ R94 
. 3 the Mark Group letterhead, sent to people. You have 
. 4 received fees from Bushee and from, uh, uh, on this one 
; 5 placement - the fellow's name is Dambrosky, et..." 
‘ 6 From page 16 and 1? 
7 "I would say this Ma:t, that primarily is on | 
8 the b; of this. I would say that if is, it has nothing | 
: 9 | to do w..at, what I consider to be totally fraudulent. I | 
10 think your whole story here, is a, is a nice composite of | 
| 11 what you think might be a plausible rationale for the whole | 
12 | situation, but I want to tell you that it absolutely defies | 
13 | gravity, I mean I re se to accept anything you say Matt, I 
14 | know exactly what was set up, I wasn't born yesterday. This 
15 | company didn't get built by a bunch of idiots who happen to 
, 16 | reside on the 42nd Floor, Matt. We are really not stupid, 
17 or if we were, this company wouldn't be as big.as it is. I 
18 || find it, Matt, a disgrace, that an officer of this company 
19 | would enter into something like this, unbeknown to myself, 
20 | Wwho you reported to, as an absolute subterfuge to go ahead 
21 | and take fees in a situation where you obviously had all of 
22 the ability to get people who would write here for resumes a 
23 put them in, TI could even see you placing Mr. Boester, your 
2A own employee." 
25 From page 17. 
SOUTHERN DIST AICT COURT REPORTERS, U.S. COURTHOUSE 
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"I think it is entirely fraudulent Matt, it's 
an insult to my intelligence and everybody else's sitting 
in here that you would give this rationale for this story, 
you know it for what it is, I know it for what it is, Mr. 


McDermott definitely knows it for what it is, that there was 


an employee here receiving $21,000 a year in the name of 
this man, right? What was using his secretary to type up | 
resumes." 

From page 18. 
"Now Matt, I told you, I gave you confidence 
when you came here, you did not return it Matt, in fact, you | 

| 

might have flipped a gear someplace along the line here, and | 
is very obvious in case you want to know about it the Manage+ 
ment Resources opened up your eyes to what could be done 
outside of the company, rather than inside of the company, 
and that's why the Mark Group was formed." 

From page 20. 

"But I want to tell you Matt, I'm not going to 
stand for it, I won't have for one second, I think that you 


must have been absolutely crazy, Matt. I'm not trying to 


the job that you have here, you can get no recommendation 
fro me, Mr. Lawlor for any possible job.” 


From page 20. 
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2 "And I can .eally throw it at you, Matt. 1X coul 
3 give you so much trouble, that you'll never want to wake up. 
4 Now, I'm not going to do that for one reason, Mr. Lawlor, 
5 I know you have a family, and I feel for your kids, I want | 
6 to tell you that. And I shouldn't fee this way, and I know 
7 God-damned well I shouldn't, iLccause I should be as high as | 
a || dards are with regard to this. I should be just that | 
9 | tough, too, when it comes to something like that." 
io | From page 21. 
11 "But don't expect me, or anybody else in this 
12 room, Or anybody else on this floor, to accept the God-damned 
13 travesty that you've tried to perpetrate as the, as the pur- 
14 pose behind doing this whole thing. It is so deceitful, | 
15 Matt, that it's even unbecoming to you to sit here and try 
16 to tell me that. Do you think I'm that stupid - do you really 
17 think that?" 
18 
19 
20 
ae 
¢ 
22 
23 
2A 
25 
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I'm sorry, your Honor, my associate called my 
attention to the fact I misread a word on page 18; I read 
“You might have flipped’a gear" the words are "You must have 
flipped a gear." 

It is further stipulated by the parties that the 
documents heretofore marked as Plaintiff's Exhibit 1 through 
19 and Defe >' Exhibits 1 through 31 are admitted into 


evidence witi .t objection by counsel for the respective 


parties hereto. 

The defendants stipulate to plaintiff's proposed 
findings of fact as follows: 1, 6, 7, 13, except for the | 
word "nationwide. ”® : 
; 


Plaintiff and Defendants, The Gallagher ere 


Report and Cynthia A. Billings, stipulate to defendants’ 
and Gulf and Western, Inc. proposed findings as follows: 
l, 2, 3, 4, first sentence only. 5, 7, 8 and 9. Plaintiff 
and defen at Gulf and Western stipulate to defendant The 
Gz’lagher President Reports, Inc. proposed findings of facts 
as follows: 1, 2, 3, 4, 6, except fer the words "news item" 
and 7, except for the word "news item", 8, 9, and 12. 

And, we are ready to proceed, your Honor. 

THE COURT: Is it so stipulated, gentlemen? 


MR. REINER: So stipulated, your Honor. 


MR. STEIN: So stipulated, your Honor. I would 
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like to address a motion based on the Stipulation, if I migh 


THE COURT: 


MR. STEIN: 


All right. 


Your Honor, it has been stipulated 


plaintiff was the vice president of Employee Relations of 


Gulf and Western on April 26, 1973 when the alleged libelous 


Slanderous statements were made. 


It has been stipulated the alleged maker of the 


statement, David Judelson was at that time President and 


Director of defendant Gulf and Western and Senior Management 


Official with responsibility over Mr. Lawlor. 


It has been stipulated that the others present 


in the room were as follows: 


Mr. McAward, President of McAward Associations, Inc., Inves- 
tigative Consultants, worked for Gulf and Western on special 


assignments, relating to security matters. 


Mr. Davis, Senior Vice President and Director; 


Gulf and Western's house counsel. 


the plaintiff reported to Judelson and he had responsibility 
to implement and coordinate policies and programs covering 


among other things the recruitment of executives for the com 


pany. 


We have a stipulation as to who all these people 


Mr. 


Jones was 


It was also stipulated 


were and how they got into the room on April 26, 1973 and 


what was said. 
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first cause of action in the complaint on the ground that A, 
there was no pub?ication, because this was an intra-corporat 
matter, that all the people in the room were either senior 
management officials or an agent specially hired to conduct 
an investigz ion by the senior management officials. 

I move for summary judgment c the ground also 
that the statements made are entitled to a qualified pri- 
vilege and unless actual malice is pleaded and established, 
with certainty, the privilege, a qualified one, must be 
applicable and I point out in the first cause of action in 
the complaint, there is no allegation of actual malice, nor 
could there be. 

THE COURT: I will reserve decision on it. 


MR. STOLZAR: Your Honor, I realize you have 


| 
reserved decision but in so doing, may I point out Mr. 
McAward was employed from time to time as a special investi- 
gator relative to security matters, that as it will develop 
from the evidence of the defendant Gulf and Western, the 
report of Mr. McAward, that he stumbled on something and the 


followed through while he was conducting a security check in 


relationship to something entirely apart from the substance 


Gulf and Western and he was a total outsider, he was an 


investigator of fact. 
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I call Mr. Lawlor to the stand, please. 
MATTHEW JOHN LA WL.O 8; called as a 
witness on his own behalf, having been first duly | 
sworn by the Clerk of the Court, testified as follows: | 
THE COURT: I assume you are giving the Court a 
copy of the regular official transcript. Have you ordered a 
copy of the transcript? 
MR. STEIN: Yes, of course. 
DIRECT EXAMINATION | 
BY MR. STOLZAR: | 
Q Mr. Lawlor, would you state your name and address 


| 
for the record? 

i 

| 


A Matthew John Lawlor, 14 Zora Lane, Stamford, 
Connecticut. 

Q Are you the plaintiff in this action? 

A Yes, I am. 

Q Will you state your educational history? 

A I graduated from St. Francis Elementary siniinind 
High School -- elementary school in 1941, I graduated from 


St. Marie's Academy in New Haven in 1945, I spent approximatdly 
six months at St. Thomas Seminary in Bloomfield, Connecticut 

in the study of the priesthood, I left there and went into 

the service, proceeded then after the service to go to the 


Junior College of Commerce for two years. 
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I transferred to Cornell University from which I 


graduated in 1953, Bachelor of Science Degree in Industrial 


Relations, 


Then, while I was at work in Pittsburgh, I took 


night courses which led to a Master of Letters Degree from 


the University of Pittsburgh in about 1955 or 'S6 


Q Would you state your military service history? 


| 


at the time I was in the seminary, I left <- 


A Well, 


this was in 1945, just about the tail end of World War II - 


er 


I joined the Marine Corp for a two-year tour of duty; from | 
45 to 1947. | 

When I left the Marine Corp I joined the | 
inactive reserve along with a group of other friends of mine, 


acquaintances I had met in the service, and while I was at 


Cornell, my period of Study was interrupted there by being 
recalled on September of 1950 to serve another year in the 
Korean War for the Marine Corp. and at the end of that FORE 
about 1951, I received my discharge completely then from the 


Marine Corp and went back to Cornell. 

Q Would you state your employment history? 

A Well, in starting with the basic one in 1953, 
when I graduated from Cornell, the Jones and Laughlin Steel 


Corporation had come to the campus of Cornell to interview, 


I had had many interviews at that point but they offered a two- 
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year training program. 


| 
| 
It sounded like a very good thing for me to do s 
I went with Jones and Laughlin about February of '53, and 
worked with them until 1959, and during that period of time 
handled labor relations and worked myself up through various 
stages of the labor relations department. 

In 1959, Crucible Steel Company of America, whic 
is also in Pittsburgh, contacted me through the school, | 
through Cornell, asked me if I would consider guing with | 
them. | 


They made a very attractive offer in terms of 


career, and I decided to go with them. I went in 1959 and 


| 

| 

| 

| 
continued working with them during which period of time I 
worked myself up to the top personnel industrial relations 
officer for Crucible until 1968. 

In December of 1967 I was interviewed by Gulf 
and Western and made « offer. I couldn't possibly go to 
the job uniil tue end of January, really, I guess January 
29th of '69 ~-- '68, I'm sorry, and I started in what at that 
point was no department at all. 

They didn't have an employee relations departmer 
so I was offered the job to come in. I started out as 


director of -~ do you want me to carry the employment throug 


Gulf and Western, Mr. Stolzar? 
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A I started out as a director of labor relations 
because at that time that's what the company recognized they 


needed most. They had no one to deal with their unions. 


During the course of this discussion, I was hire 
by Mr. Judelson, to whom I was to report to. He is Presiden 
of the company. 

As I say, although I started as director of 


labor relations which in his opinion had to do with working 


with unions -- 
MR. STEIN: Your Honor, I am going <o object to | 
the witness' characterization of Mr. Judelson's opinion. 


THE COURT: Yes. You can state anything he said 


conversation. 


| 
| 
when you were being employed by him, if you wish. Give us " 
THE WITNESS: Yes. | 


THE COURT: Not what was going on in his mind, o 


yours. 
THE WITNESS: Yes, sir. 
A (Continuing) The point I'm trying to make is, I 
was brought in with the understanding it would »« to handle | 


labor relations. 


During the course of my employment with Gulf and 
| 
Western, I started as I say, in January of '68, and I worked | 


| 
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there continuously until April 23rd of 1973, which was the 


time of my dismissal. | 
In that time, within a period of one year, I was 

elected as vice president by the board of directors of the | 

total industrial relations area; the distinction being by 

that time I was in charge not only of labor relations, I i 

in charge of personnel, I was in charge of benefits and | 


then, because we were moving into a new building and no one 


had taken complete charge of the transition of bringing severa} 


subsidiary companies around New York into a new building, I | 


became involved in, and in charge of the total office 


administration wing of Gulf and Western. 


That generall is the employment history. 


15 Q Were you ever accused of any conflict of interes 
16 or of any other impropriety with respect to any of your 

17 employments prior to April 26, 1973? 

18 A No. 

19 Q What were your duties at Gulf and Western imme- 


diately prior to April 26, 1973? 


A Prior to April 26, as I.indicated before, by thi 

time I had become an elected vice president of employee 

relations. 
I believe I had approximately 90 people cevortin 


to me in that capacity and 7 had responsibility for a budget 
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that ran in the neighborhood of $2 million in terms of what 


In labor relations I had a director of labor 


Oe 


| we had to try to work with. 


relations by that time reporting to me who had a staff of hig 


~ 


9 | 
| 
6 | own. I would get involved in the most serious of labor 
| problems. We had some very serious strikes which purported 
| 
} 


{ 

| 

to practically bring about the shutdowns of the plants. In | 
| 

i 


9 } these areas I would get totally involved and direct it so that 
10 our end result was achieved, which it was. | 
il | In the area of pensions and benefits, when I first 
12 arrived there, there was 2 vice president of insurance, Bill | 
13 Smith. Bill Smith at that time had charge of insurance and | 
14 pensions. Maybe six months after I was there, I noticed | 
15 | that more and more of the pension problems were being vetetil 
16 over to me and what really happened is that the insurance | 
17 function was taken directly out of the corporation. | 
18 Bill was allowed to -- 
19 MR. STEIN: Your Honor, I am going to object to | 
20 | this. My objection is on the grounds of relevancy. He is 

| 
21 getting i.*o the detail of insurance. 
22 | THE COURT: Sustained. I don't see it's relevande 
23 | realiy. 
24 MR. STOLZAR: If your Honor please, this one par 


; 2 II ticular point about the establishment of insurance will have 
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some bearing on further testimony with respect 
that Mr. Lawlor did which is directly involved 
either setting up of -- 

THE COURT: All right, there is no 
take some of it but not too extensive, because 
too wide a mark. 


A (Continuing) Yes, sir. 


to wther work 


in this case, 


it seems to m 


The point I was making was that the scope of my 


job changed completely from 1968 until 1973, and I was tryin 


to give the flavor of the reason for the change in scope. 


But, on that particular point which I felt was relevant is 


that the individual who then was in charge of insurance, th 


moved on down to Texas, where vis-a-vis an insurance firm 


Mr. Smith in charge of it, became the insurance vehicle, if 


you will, for all of the corporation, whereas that was 


handled by us as vice president within the company. 


The pension portion obviously was put over to me 


because this would not have gone hand in glove in a move dowr 


to Houston because all of our pension work had to be done in 


and out of New York. 


I indicated, in the personnel area, 


director of personnel reporting to me. Under personnel we 


were a conglomerate, we had over a hundred companies. 
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! 
J 
! 
some direct ling relationship, we had a lot of dotted line 
| 


relationships with people that would call us on an as-needed 


basis. It was part of my function to make sure that I 


coordinated with them. The first few employment assignments 


| 
we ever had, one was to find a new president for culdehasaal 
Cigar. I handled that directly for Mr. Judelson. 

The second assignment I recall was for a new 
president of New Jersey Zinc, a Mr. Glen Wilson, and I 
handled that airectly. | 

Then there were many other assignments at the | 
highest level of the corporation, whether they be vice presi4 

! 

dents, possibly on down to a director level, directer of a 
department, where oftentimes I had to specifically hecome | 
involved and handle that at the direction of Mr. Judelson so 
Mr. Bluhdorn, who was chairman of the board. | 

There were many times Mr. Bluhdorn wanted speci- | 
fic work done and it was not to be done with the knowledge | 
of anyone other than Mr. Bluhdorn and Myself. That's the | 
relationship I established with him, the same as with Mr. | 
Judelson. 

In the area of ffice administration, I had a 
director of office administration reporting to me and this 


was necessary because I believe in 1970, by the time we move 


into the new building, which was at Columbus Circle someone 


SOUTHERN DISTRICT COURT REPORTERS U.S. COURTHOUSE 
FOLEY LOCUARE, NEW YORK, N.Y CoO 7-4£60 


| 
| 
| 


ts 


hipe Lawlor - direct 


had to take total charge and control of this interrogation 
of the other subsidiary companies that came in, the setting | 
| 
up of centralized facilities for mail distribution, printing | 
and what have you, so I assumed that and then named a directdr 
of administration and that was my function. | 
So, in total, that was the scope of my job in 

April of 1973. 

Q Can you tell us approximately how many employees 
Gulf and Western and itr subsidiaries had on April 26th, 
1973? 


A Well, the number of cimployees overall, that 


varied. It depended -- it was reported in the annual report! 
Sometimes it ran 75 to 80,000, but I think that this had to | 
do with a lot of international. 

I think if you took it down te the domestic 
scene, it would seem to me about 49,000. 

THE COURT: These are direct employees or employees 
of the company plus subsidiaries? 

THE WITNESS: Employees of the company plus 
subsidiaries. When I say the company, your Honor, I talk about 
Gulf and Western in total. 


Q What salary and fringes were you receiving from 


Gulf and Western just prior to your termination? 


A Well, I received a base salary of $60,000 that 
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| 

! 
I had been receiving for approximately a year. Then, on | 
top of that, the fringe benefits, I had 5,000 Gulf and | 


Western warrants which varied in value, but they had reached 


a high of I think somewhere around 15, so if you spread that 


over the five years I was with Gulf and Western, that would 
have been another 15,000 there. 

I had 5500 options ranging in different prices 
which I obviously lost when I left the corporation. I had 
accrued in the pension program five or six ears of accrual | 
which had to amount to in the neighborhood of approximately | 
$5,000 a year. | 

We had a profit sharing plan which I participated 
in where I was allowed to put in 6 per cent of my salary to | 
be matched by 25 per cent of the corporation and that | 
averaged out over the course of the last few years to about 
another 5,000. 

I had a Cadillac which we were given every two 
years, with just -- with everything on it, you just named 
what you wanted and you got it, sol es’inate that that 
would represent of about 5,000 a year. 

We had garage paid for, paid for by the company, 


which was in an apartment building just down the street, 


which had to amount t a couple of thousand dollars for rent, 


I would say the maintenance, gas and all that was given to 
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to me -- all the gas was paid for by the company. 


So, adding it all up, and then you had insurance 


we had a tremendous insurance package, this was in my area, 
We put in a long term disability insurance which today, if 


you try to buy it on the open market, I couldn't buy it 


. 
| 
| 
| 
| 


personally myself for less than $4,000, $5,000. I had over d 


hundred thousand, closer to $200,000 of life insurance, which 


I lost as of the time I left, and a tremendous hospitaliza- 
tion benefits and they were all, of course, cut the day I 
left the corporation. 

I would say, Mr. Stolzar, that that package 


would have to add up to 95 to $100,000 on balance. 


MR. STEIN: Your Honor, that's the witness’ 
opi ion. 
THE COURT: I will take it for what it is worth. 
Q Mr. Lawlor, how frequently did you meet with 


Mr. Judelson, the President of Gulf and Western, while you 
were in Gulf and Western's employ? 
A Well, in the .eginning, in '68 through ‘70, we 


were at 437 Madison Avenue, which meant that we were all on 


one floor, the second floor of the ITT building, and at that 


time I was new withthe company, handling various things, and 


we tried to have some staff meetings, so we would meet mucn 


more frequently than unfortunately the last couple of years 
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with the company. 


If I saw Jim once a month or sometimes it would | 
be a couple of times within a three month period -- there 


was no regularity whatsoever when I did see him. 


Mr. Judelson told me specifically that in the 
area, in my area of industrial relation, especially the per- | 
sonnel area that he relied on me to handle that job in its 


entirety. 


He had great faith in me, he told me. He told 


me that as far as }.e was concerned, only thin that were -- | 


to keep him apprised of things, was it necessary to get 


together. 

When I did I wou)4 normally go up to see him, 
leave word that I wanted to see him, make up a list of ten 
or fifteen items and I would Start down those items and 
tell him, and he wanted the gist of what you were talking | 
about and then he would Say right, right, no, or let's talk 
some more about that, or hold that. 

So, in the normal course of my business, I just | 
proceeded to take him exactly the way he said. I handled 
my total business, I gave him a business plan for the last 
couple of years wherein I Outlined to him what we were | 


doing and where we were going, and that seemed to suffice | 
' 


because he would review that ard te?l me fine, get on with it. 


| 

! 
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| 
MR. STOLZAR: Your Honor -- 

THE COURT: How old are you? 

THE WITNESS: I'm 47, Six; 

MR. STOLZAR: f Offer in evidence, previously 
marked Plaintiff's Exhibit number ] and 2, 


(Plaintiff's Exhibits ] and 2 received in evyi- 


dence.) 


| 

| 

| 
Q What was your relationship with defendant i 
Davis, while you and he were at Gulf and Western? | 

A When I first joined Gulf and Western in "68, | 
Martin Da\, Was executive vice President of Paramount enprete ae 
Corporation, aich happened to be located in New York, over 
a the Paramount building on Broadway. 


He had a director of labor relations reporting 


to him, Frank is his first name, the second name just escapes 


me -- 


MR. STEIN: Your Honor, the question was what 
Was the witness! relationship with Mr. Davis. | 


THE Court: Yes, you are not responding ee De 


| 
| 
| 
I'm afraid, mr. Lawlor, | 


Listen carefully to the question. 


' 
Q What was your relationship With Davis while you | 


and he were at Gulf and Western? | 


A The only POint I was making quickly, he was with 
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Paramount and then came over to Gulf and Western as a senior 


| 
vice president in charge of publications and stockholder | 
| 
relations. | 


The only relationship I had with him in the periad 


of time when he was over at Paramount was to help him to put 


a pension program in for Paramount. When he came to Gulf 


' 
! 
and Western, the relationship I would have with him there 
would be to sometimes assist him if he were looking for i 

! 
someone working in his own department. I didn't report to 
Or had no reporting relationship whatsoever with Mr. Davis. 


Q Who is James Judge? 


A James Judge is a person in the public relations 


Crusible Steel when I was there. After Mr. Davis cane over 


| 
| 
field. He had been vice president of public relations for | 
| 
to Gulf and Western ~- | 
MR. STEIN: Your Honor, I think the man James | 
Judge has been identified. | 
THE COURT: I think so. 1 think we are getting | 
pretty far afield here. This is a narrow issue. This man m® 
been slandered and liabled. That is all I'm concerned with. 
MR. STOLZAR: We are trying to establish a basis | 


for the allegation -- 


gOing into it much too far. This is a finite life we live 
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and I have other work, cases following this one, so let's 
not waste our time. 

Q Did there ever come a time when you had a dis- 


agreement with Davis or with respect to Davis' work at 


Gulf and Western that came to the attention of Mr. Bluhdorn 


or Mr. Judelson? 


MR. STEIN: Your Honor, I will object to that 
question. I don‘t understand the relevance of Mr. Davis' 


work. Mr. Davis -- 


THE COURT: I don't either. an you demonstrice 


its relevance? 


MR. STOLZAR: Yes, your Honor. We are establish 
| 


ing the malice in one respect. 


THE COURT: Davis isn't alleged to have made the 


remarks? 


MR. STOLZAR: He is in the second cause of action, 


if your Honor please, as having made the statements to the 


Gallaghar Presidents Reports. We are trying to establish fo 


your Honor the basis on which we conclude that. 


THE COURT: All right. 


MR. STEIN: Your Honor, I might add the cause of 


action Mr. Stolzar just referred to is fatally defective 


because it fails to set forth -- 
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THE COURT: Yes, I know your point. It would 
appear to be, I might say, but we will take it anyway, ona 
motion to throw out that it fails to comply with a New York 
statute. 

MR. STOLZAR: Your Honor, is that bound with 
respect to this procedural matter? 

THE COURT: Let me worry about that. 

Q Would you tell us about this situation with 
Davis? 
A Yes, I -- 

MR. STEIN: Your Honor, I press my objection on 
this situation on the grounds of relevancy. 

THE COURT: Overruled. 

When Bob Pickett, who had been vice president of | 
public relations for Gulf and Western, left the employ of 
the company, Mr. Davis was in charge, as I said before, 
stockholder relations and public relations and reported in 
that order. 

He was looking for a vice president of public 
relations. I had known Mr. Judge for about a year while I 


was at Crucible Steel. I had known him by reputation, 


watched him and thought he was outstanding. 
I mentioned this to Mr. Judelson whom I reported 


to... & Judelson suggested that I talk to Mr. Davis about it 
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I went to Mr. Davis and I had asked Mr. Judge bw 
Send a coph of hisresume, which he did, and I gave it to | 
Mr. Davis. 

Mr. Davis reviewed it. He brought Mr. Judge in | 
for an interview. He then had Mr. Judge go to Grand Rapids, 
Michigan, to be interviewed by Mr. John DeVries, who was a 
vice president of long standing with the company and very 


well respected by the corporation. 


The next thing I know, I got a telephone home on | 
a Sunday, from Jim Judge, telling me -- 

MR. STEIN: Your Honor, I Object. What Mr. suaed 
Said to Mr. Lawlor is hearsay. | 

THE COURT: Yes. 

MR. STOLZAR: The conversation is part of the el 
not so much what he said -- I mean, the facts what he was 


talking about, but the conversation is part of the incident 


that Mr. Lawlor is describing. 


THE COURT: How does that take it Out of the aes 
Ssy? 

MR. STOLZAR: Well, what he may have said to 
Mr. Lawlor is not what we are seeking to prove as a matter of 
fact. 

THE COURT: You just want to prove the fact that 


it was said, not for the truth of what was said? 
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MR. STOLZAR: That is correct. | 
THE COURT: All right, go ahead. | 
A The point of the matter is I got a telephone call 


On a Sunday night. By this time Mr. Judge had met Mr. 


Bluhdorn, Mr. Judelson, Mr. Davis, Mr, DeVries, and they were 
all in accord that he was an outstanding man. Judelson | 
specifically told me that he is an Outstanding guy, "I on 
| 

like to have him on thi eam." 

I said, fine. When I got that phone call on | 
Sunday night, the Significance was that he told me that he 7 
would not come to work for Gulf and Western and I Said, 
"Wait a minute, you have had interviews, you met all these 
people, I don't understand what this is all about." 

At that point, he told me about some things that 


Mr. Davis had said to him, which I Said, "Look, I--" 


MR. STEIN: We are getting into what Mr. Judge 
told Mr. Lawior. I think it is hearsay -- 

THE COURT: I am taking it for the fact it was 
Said and not for the truth Of it. 

Go ahead. If it turns out to be ultimate hearsay, 
I surely will disregard it. Let's not worry about that. 
There is no jury here. Let's go. 

All right, proceed. 


A The key point is that he told me -- I asked him 
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| 
| 

"Why would YOu now decide -- you indicate you want to come ta 


| 


work for the company, why would you decide now --" he told 


me Mr. Davis had made statements to him and as a result of 
that he wasn't about to get involved in something that could | 


be as political as what it sounded to him. I told him don't 


make any move whatsoever, let me call Mr. Judelson. 

I called Judelson and I told him. Judelson told 
me to get that man to come to work for the company. I told 
him under the circumstances the man had said no, I just 


| 
| 
| 
| 


couldn't perform a miracle. 


| 
I went in to work the following morning, which wak 


° P ° 3 | 
a Monday morning. I was in my Office and Mr. Judelscon came 
into my Office and said to me, “Come with me." 


I went with him and we went down to Mr. Ee: | 


office -~ this Was at 437 Madison Avenue. We were all on the 


Same floor. 


When we went into Bluhdorn's office, there was 


| 

| 

Mr. Judelson, Mr. Bluhdorn, all the senior Officers, ee 

Mr. Abbott, Mr. Gaston, Mr. Davis. 
I walked in and Mr. Bluhdorn said to me, "What 

do you know about the Jim Judge situation." And, I looked ore 

him, and I said I know I recommended Jim to be hired. Then 


| 
he said, "Well, why isn't he going to take the job"and I told 


him exactly what was told to me over the telephone. He then | 
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indicated to me that had questioned as to whether Mr. 
Davis would have done some of the things that Mr. Judge said 


he did. 


I told him that Judge had indicated to me that h 
had talked to John DeVries out in Grand Rapids and that if 
Charlie had any questions, get on the telephone, call eVrie 


in Grand Rapids and if John didn't tell him what I had told 


him, then forget the whole thing and I would leave. 


Mr. Bluhdorn dialed Mr. DeVries' number, put him 


on the squak box, all of us were sitting in that room. He 
asked him the questions, what was said. John DeVries told 
him exactly what was said. He asked John DeVries why didn't 
you cali me. He said because I assume the reason you are 
calling me today is because Matt's there talking to you 
about it recause Jim Judge told me he told Matt and I knew 
he would do something about this. 


The whole sum and substance of this was that tne 


statements that were said by DeVries, by Judge to and from 
Mr. Bluhdorn over that loudspeaker in the office, was an 
undermining type of thing of the president of that company. 
And with that, Bluhdorn said to DeVries that Davis denied any 
such thing and DeVries said then you can tell Davis exactly 
where to go. 


And with that Charlies said that you and he hung 
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up. At that point I felt that it was 


to my best interest -- | 


I had said all I Knew about the whole situation and there 


were all senior officers in that room, and excused myself 


and at that point they had a separate meeting and Subsequent | 


to that, Mr. Judge was not hired but it was pretty clear that 
| 
} 
| 
| 


Mr. Davis was totally upset that I had brought the whole 


matter to a head. 


This is the point. 


MR. STEIN: Your Honor, I move to strike the 
witness' answer as totally irrelevant to the issues in this 
case concerning whether or not he was slandered. | 

THE COURT: Overruled. | 

Q Were you ever told by anyone that Davis, subse- | 


quent to the Judge incident, made Statements to the effect 


that he would get Matt Lawlor or something equivalent to 


would you tell us who told you? | 
fe) 


that, and if so, 
A Subsequent to the -- well, statements were made t 
| 
me, yes. Bob Shortell, who was a director of public relations 


reporting to Mr. Davis at o Subsequent date to what we have 


| 
| 
been talking about, indicated to me that -- words to the | 


effect that "I must have really done something to Mr. Davis. 


because he had it in for me, the comments that were made by 


Mr. Davis. 


I brought a young man into my department who 
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worked in the pension area, who had been working for one of 


the others, a new man that had come to the company but who 


thought he didn't really have need for him anymore. When 


Ronston, Dick Ronston came down to me, I offered him the job 
and he said, Weli, okay, I would like to work there, I woul 


like to work, but he said I have some concern. 


I said what's your concern. He said, “Well, I 
don't know what's really going to hapren around here." 

I said, "What are you talking about" and he told 
me -- 

MR. STEIN: Your Honor, I object to what Mr. 
Ronston allegedly said to Mr. Lawlor as alleged hearsay. 

MR. STOLZAR: Again, your Honor, we are not 
offering the statements for the facts, proof of the facts, 
but the statement as made by defendant Davis. | 

THE COURT: I overrule it. 

A (Continuing). The point is that Ronston indicated 
to me that Davis had told Shue, and Shue in turn had told 


Ronston that I wouldn't be in there much longer, that Mr. 


Davis would see to that. I assured him tl.ere was not one 


grain or ounce of truth to that, he had no concern. Then ) 
did subsequently come to my department. 


I brought Mr. Shue down and he and I had a real 
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was a senior vice president, I talked to Mr. Judelson and I 


told him this kind of thing has got to stop in the corporation 


} 
and there was a subsequen meeting of all of the officers 


in the company at which time Mr. Judelson and Mr. Rluhdorn 


made it crystal clear that any more discussion about what wasl 


going on in departments and making remarks about other people 


Or people in a department, it's got to stop and stop right 
| 
away. | 
Now, this is again, just another instance. When | 

I brought Mr. Fryer, who was at the Treasurer of Paramount 


Pictures, -- I got a call from Art Baron, who was financial 
| 


vice president of the company. He told me he no longer had a. 
need for Mr. Fryer. I said to him -- I then talked to Mr. 
Gaston, who was the executive vice president. | 

Mr. Gaston indicated to me as a result of Para- | 
mount and some on-going litigation, it was absolutely essen- | 
tial that Mr. Fryer continue working for Gulf and Western. | 
I told him that I felt with Fryer's background, if he didn't 
mind a change in title from treasurer to director of office | 


of administration, I was prepared to offer him that job. 


I did. But I said in the meantime I want to tell 


Mr. Judelson what I had done. I went upstairs to tell Judge l- 


| 
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son. He was incensed that I had offered the job to the man. 
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I didn't understand why he was Saying that. He s-.d to me, | 
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"You don't need 


department." 


can see, and I've got to get the 


tion and that is 


and myself in his Office be 


me. 


Pryer in no uncertain t 


Lawlor 


in the past, he didn't want an 


I said, 


He told me that 1 could hire 


When we went up there to see him, he told 


he didn't 


Fryer and Davis. Davis was now a 
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a man like him working for 


you in your 


"But Him, he can do the work as far as 


want any animosity as had been demonstrate 


Gulf and Western and he was going 


Western for me and not for Davis, 


there was ever 


tricks pulled, 


Fryer. 


He told 


any chicanery, any 


Se jobs done." 


that he would have a meeting with Fryer 


fore Fryer ever Started work for 


Mr. 


Y more relationship between 


senior vice president of 
to be working at Gulf and 
and just to make sure if 


undermining, any Paramount 


he personally would reach passed me and fire 


Fryer if he didn't understand that then 


he shouldn't accept the job. Joe 


agreement and he 


some specifics 


Q 


McAward 


would not be involved in anything. 


that I can recall. 


Did you ever have any 


prior to April 26, 1973? 
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him on one stipula- 
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Those are 


| 
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2 | A Yes, I believe I had two meetings When we move 
3 | into -- well, it seems to me that the first time I ever met -- 
4 | yes, the first time I met Mr. McAward, to the best of my 
I} 
5 recollection, would have been at a time we moved into the 
6 | new building, and apparently Mr. Davis had hired him to do 
| 
7 an electronic sweep of the 25th floor to be sure that there 
8 | were no taps or cther specific leaks that might be in that 
9 i] area, and possibly in other officer's areas. | 
10 I was presented with the report and with the ! 
Mf bill, as t recall. 1. told mre. McAward that I had not insti- | 
2 || tuded or ordered that and I asked him who did, and he told sal 
13 Mr. Davis and I told him fine, to take the bill to Mr. Davis | 
14 } and have it approved by him. 
15 | The second time -- when we went into that new | 
16 | building, the building was about in three quarters completion 
7 | Stage. I had tremendous Security problems up there. I hired 
18 | Outside guards in uniform so that we would have them in and 
19 | cut of the building, and at all the various entrances, con- 
| | 
20 Struction people had left entrances into the building, no way 
21 | to seal off at night, the fire door couldn't be sealed and 
® me | | | | 
— if -@@ iat time everybody was scurrying trying to debug the whold 
F 23 building. | 
2A We had problems with the air conditioning and thd 
25 security and everything else. The next thing I know, Mr. 
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McAward came in 


was not good. 


that the secur ity building 


Of course I recognized Mr. 


McAward from prior to 


that. Mr. McAward then proceeded to make out a rep 
i f 


what his findings were with respect to the 


building. 


security of tne 


I told him I had not authorized 


think it was to the 


uu 


extent of $4500 fee 


omething like that, and that I would recommend he take 


to Mr. Davis and get it approved because I woul 


it for payment. 


So, those are the two times I think I met M 


McAward. 


Q Both incident: 


involved your rejection refusal 


to cause payment of his bills? 


A Yes. 


Q What, if any discussions or report 


Or make prior to April 26, 


search business 


sidiary? 


concerning an executive 


Western 


A After we got the building a 


squared around, 


and I would say in along about 1971, after having gone 


through 


the hiring of Ed Kelly 


and Glen Wilson a 


the president of Consolidated 


president of New Jersey 
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©Ppicuct, who was President of one of our major manufacturing 

Jivisions, we had Spent a lot of money On executive search 
And, so, about that time Mr. Judclson was looking 

for a vice President of research and development. Now, 

along in that period of time, somewhere near just preceding, | 

I'm not exactly sure I talked to Jim about this concern I 


had that we wesc really spending an abnormal amount of money 


| 
for all the research work being done and I told him there were 


Several companies where they were doing this themselves. J | 
had had a ‘Onversation with people at Boydon, who had done 4 
lot of work for us but Boydon was being taken over by Share- 
holders Corporation and several search firms were going in 


with other companies, 


| 
And, I said to Jim that it seemed to me that | 
we Ought to be in a position on a higher level hirings to sale 
able to do our own. The discussion I had, the reason I can | 
| 
be Specific, because of the nature what we talked about. He 
said well, yes, that could make Sense. Would that cause you 
any problem? | 
I said, well, you've got the one Problem and that 
is that you may be making some direct contacts, but I said 


that could be worked around by establishing an in-house search 


company, and not identifying the corporation until such time 
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as the individual had indicated at least an interest in the 
corporation. 

I remember there was another point that was 
brought up at that time, and I said to him, "There is only 
One caveat I will mention, Jim. To go into this thing, you 
have to be prepared, what if Jim Roach from General Motors 
calls up and says I understand you hired one of our vice 


presidents away, I said you know, in the old days they used 


to call that pirating but I guess now with search firms, 


if you are willing to pay 25 per cent, that solves, conscience 


and there is no such thing as pirating even though they do 
~he same thing. 

He said, I don't have any problem with that, if 
Roach called I'il tell him we have got a conglomerai2. We 
have an idea that sounds like it has merit. We will try it 
On an experimental basis. If it works, fine, we will spin 
it out and off and make it a Separate profit : ice and 
if it doesn't, we will use the ouside firms again. 

I said fine. As long as you feel that way about 
it, I'll put it into play right away because you ist asked 
me to find a vice president of research and development and 
we are going to find that fellow for you by doing it our- 


selves. 


Fine. And, we did that. Now, 2lso -- I'm trying 
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to keep the time frame here. When I was there at Gulf and | 
Western in that new building, I did work with specific Search| 
firms. As I said Boydon would be one, Kenny, Bohn & Peck | 
was another, Burke and O'Brien was another, They helped me 
on specifi assignments, but everybody that was in that busi- 
ness at one time or another probably tried to come visit me 


| 
| 


to tell me who they were and what they could do. 
| 


Now, one fellow that came in to see me was a 


fellow by the name of Bill McCulloch, and Bill apparently had 


just formed an Organization with another man. { 


T can't think of ‘his name. It was a two-man 


Operation. We got talking about Philosophy and employment 


| 
! 
| 
and what have you, and at that point, McCulloch said to me | 
he chought -- | 


MR. STEIN: Your Honor, I object to any statements 


a * 


made by Mr. McCulloch. I'm given to understand Mr. McCulloch 
would be a witness in this case, 
THE WITNESS: I'll just refer to McCulloch and “a 
THE COURT: Go ahead and state it. 
A The point is, McCulloch said to me "I think your 
idea is pretty progressive in trying to do something from 
within" and as I recall, he said let me kick this around a 


while. He came back to me and he had a proposal and I don't | 
| 
} 


recall the details of that but it had something to do with 
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Setting up a Subsidiary company where Gulf and Western would 
have 5] Per cent of it and he and Others would be involved 
in it. 


Now, I looked at that, at the time 


Cated the way the insurance got handled in the corporation, 
here was a Proposed Way df doing it and I thought that doesn''t: 
SOund too bad. 


! 

| 
But, we were at that time involved in trying to | 
get a skills bank off the ground. We had been into some 
Serious labor negotiation, My time was getting really tied 
UP in a lot of things and by that time I hired a fellow by 


the name of Bill McDermott to come in and his J°b was to get 
this skills bank off the ground. 


When f Say skills bank, it's really 


a retrieval | 

System for Our own People to try to be Sure that yOu knew | 

| 

how many accountants you had, how many Controllers you had, 

| 

how many of whatever Particular group of Person you were Lookp 

| 

ing for and you Could run through this quickly 4nd pull out | 
the right man for a 


jOb vacancy, | 


Now, in Order to get at that Skills bank, I 
wasn't interested in having Cvery Corporate -- when [I Say | 
COrporate President, f mean president Of each of the subsidiafy 
companies take all the time to Send me 4q 


4 


SSlers of e€ach of | 
their men because this was time Consuming. we had bought a 
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McBee Cardex System and all we were doing at that point was 
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3 as resumes would come in and be rejected by the various 
4 | departments and so on, we would take them and put them into | 
5 the system by categorizing them and what have you, 
6 || SO, there was a lot of work involved in this, | 
7 SO I wasn't ready for any Proposals by McCulloch or anybody 
8 |i Other than to keep it in the back of my head. | 
9 | [I thought it sounded like a good idea. And I | 
10 | indicated I talked to mr. Judelson about it. Well, those are 
1] the ones that come to mind now. 
12 MR. STOLZAR: Your Honor, at this point, I would | 
13 like to submit in evidence Plaintiff's Exhibit 3 heretofore | 
14 | marked, with Particular emphasis I have marked by yellow 
15 | sheet, a slip of Paper the particular Pages of that document 
16 y which are of prime concern in this matter. 
17 I would also like to submit in evidence Plaintiffl'- 
Ig | Exhibit 4 heretofore marked, 
19 | THE COURT: I will look at them later. 
20 (Plaintiff's Exhibit 3 and 4 received in evidenca.) 
21 | Q Mr. Lawlor, I show you Plaintiff's Exhibit 4 and 
22 || ask you if that refreshes your recollection as to any other | 
23 Person with whom you might have discussed the in-house en 
4 | idea? | 
25 | A These are Pages of a report that was developed | 
| 
{ 
| 
i 
| 
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THE COURT: Please, Mr. Lawlor, counsel asked you 


| 


if that refreshes your recollection as to any other persons 


you may have discussed the in-house Search idea? 


THE WITNESS: Yes, sir, it does, 


It reminded me I did talk to Dick Boester, who 
Prepared these Papers, 
| 
Q Would you tell uS what your conversations were 
| 
with Mr, Boester? 
A I reviewed with Dick completely the fact -- he 


was director of personnel reperting to me -- 7 told him that 

we were in effect going to establish an in-house search | 

2 - - ‘ . . | 

company which would be used for the purpose of N1ring people | 

g 

, | 

for the purpose of Outplacing people from Gulf and Western. 

Q Would you tell US what Exhibit 4 is? 

| 

A Exhibit 4 was an extract from a report that | 

! 
Mr. Boester Put together to Pinpoint the highlights of the 

| 

| 

| 

department's activities so we would be prepared to Submit it | 

| 

| 

Prior to a Stockholder meeting so that the senior officers 

would be completely aware of what had been done and what aad 

being done by us. 

THE COURT: We Will take a Short recess, 


(Recess.) | 
THE COURT: Proceed. | 
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9 | BY :'R. STOLZAR: 

3 Q Mr. Lawlor, did you have any discussions with 
4 Mr.. Judelson concerning Plaintiff's Exhibit 3, the business | 
5 fl Plan, and employee relations, 4972, °739 

6 } A Yes. This is a Plan I submitted to them, to ect 
7 | Judelson, Mr. Bluhdorn and mr. Gaston, the three top officers 


5 || of the company. 


' 

9 |] It's the business Plan for the coming year, what 
| 
| 
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| 
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| | 
10 | you're going to do and how you're gOing to do it. They all | 
it oF received them in advance, read them and they provided you with 
! 
12 |} an opportunity to come in and discuss them and I did have a 
13 | meeting with all three about that. 
| 
14 Q Did you discuss that portion of the report relat- 
Hiph! |S | 
15 || ing to an in-house Search group idea? 
16 A Yes, it's set forth in the plan. we would have 
17 || an in-house search group and handle Outplacements as a result! 
| 
Is | of that also. 
| | 
19 i We spent a good bit of that meeting talking about 
i} 
I 
20 the overall employment Problems within the company. Each one 
} 
1} 
21 I WaS aware that I was working on Specific assignments of a verly 
i , ; ; A 
22 || high level. f indicated to you that the Hollander -- the 
=e | vice president of research and development, was the first One 
| 
A | that we actually were in a POSition to do and handle all on our 
| 
25 || own. | 
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When Mr, Hollander was brought into the co 
and hired by Mr. Judelson and he and I Sat down after 
I showed him how we had handled that thing from the be 
to the end, that there had been absolutely nO cost to 
company, other than phone Calis and things of that kin 
whereas had we gone to the Outside and Paid for that k 
Search it would have been a Pretty Substantia] amount 
money. 

We did discuss that. He Seemed very pleas 
that approach, Obviously I took that as total encoura 
to continue doing what 1 Was doing. 

Then, the next thing he asked me for was f 
vice President Marketing. 

I told him we were going to handle that in 
Same manner, AS a matter Of fact, it Was good we did 
it in that manner because we had brought about three a 
to him all of whom he liked, they had been interviewed 
Other People in the company, but then it was determine 
move someone up from within rather than gO to the outs 
Had we given that out to a Scarch firm, we would have 
Paid that fee even though the man got moved uP inside. 
that time 1 commented to Mr. Judelson here is another 
what this means to be able to facilitate this type of 


house Search business. 
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| 
e) Was there anybody else at Gulf and Western with | 
whom you discussed the executive search business as a Gulf | 
and Western profit center or subsidiary? | 

A I mentioned Boester, the personnel director. 

Hollander when he came on board, I told him exavtly how we 
had done what we had done. I told him for really two reasons} 
One, he was going to be working for Mr. Judelson also and I 


thought that was good for him to know’ because he would have 


other requirements he would need filled but also I talked to 


him about it as a doublecheck to see if this in any way con- 
cerned him, the fact that he was “— vis-a-vis through us 
rather than through an outside search firm. 

He thought that we had done a very credible job 
On a very high plane. He even commented that one of the 
people that we had to check out on him in terms of references 


was Mr. Eberly, who had been chairman or president of ais 
Standards, who was an ambassador and Mr. Eberly wrote the 
| 
| 


way the thing was conducted was absolutely exemplary, was | 
commendable. 

He told us that. Bill McDermott was totally aware 
of what we were doing because Bill was working close with me. 


As I said, most of the searches that were given to me at that 


level, was not to be discussed with anybody and even in Dick 


Boester’s area he was director of personnel, I took him into 
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2 ! my confidence on almost everything, but on some high-level 
3 ft assignments where I Only wanted the least number of people 
4 to know, Bill would be the one who would be doing the work 
ae On it, he would know about i<:, I would know about it and 
6 either Judelson and Bluhdorn would know about it and the 
7 Other people I tnok into my confidence in this whole area, 
8 || because of an association had built up over several years 
9 was the person at Gulf and Western had assigned to me as tax 
10 || counsel, and that was Dave Biondi. Dave Biondi handled 
a Specific things for me. He filled my income tax on a couple 
ij 
1 
12 || of occasions. He handled an audit, he happened to live 
| 
13 |] further up from where I did in Connecticut, so on occasion he 
| 
! | 
14 || would drive down to work with me, which gave us a good chance 
15 |} to talk about some things. 
16 || And, I reviewed with Dave most everything I did 
. er, 
| from the Standpoint that if there was anything that he, with 
| 
18 his legal background, could give me advice on, I then didn't | 
19 || have to disclose that beyond that point. 
20 || So, it was very self contained as far as-it 
oy Fi went, but I had all the help I needed, | 
| | 
22 MR. STOLZAR: At this point, your Honor, I offer | 
23 | into evidence Plaintiff's Exhibits numbers 9 &, 7 and 8 | 
| | 
a || heretofore maried. 
} 
a ij (Plaintiff's Exhibits 5, 6, 7 and , received | 
| } 
} 
| | 
) ' 
' 
' 
| 
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in evidence, 


Q Mr. Lawlor, would you explain the exhibits 5, 6, 
7 and 8, the requisites for checks for the purchase of a 
Post Office box and the receipt of the Post Office for 
Post Office box in the name of Management Resources? 

A Yes. 

When we were making contact’ with people outside 
the company, we determined that it just didn't make sense for 
myself or Bill McDermott to call and Say “My name is Matt 
Lawlor from Gulf and Western, and we see that you're a vice 
president of such and such, would you be interested in coming 
to work for Gulf and Western." 

At that point, also, if we told somebody to write 
to us, it would just come through the regular G lf and Wester 
mail and I had no way Of knowing -- I didn't know who it was 
being opened by at that point. If it was a confidential 
search, I didn't want other people to pick it up. So, at 
that point we went down to get a Post Office box, Bill McDerm 


went down to get a Post Office box, and the initial idea was 


to get the Post Office box and have 1t say, Gulf and Western 


address, 1059 Post Office Box, and the Post Office man said 


you couldn't have Gulf and Western -- you couldn't handle it 
that way, that the box would have to be representative of the 


i 


Way the information was being addressed, is what it 


Was. 
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2 : So, Management Resources is what the name was that 
3 | we would use if someone called an individual, and so it was | 
4 | determined we would put Management Resources down as the | 
| 
5 | name on the box. And then these eipts represent Dick 
| | 
6 | Boester's getting the reimbursement for the payment of the | 
| 
7 | Post Office Box fee, which was about $28, I guess. What he | 
| 
' ee | 
a | did, he made out a request for a check and then he paid them. 
9 |i Q Was Management Resources the in-house search 
| | 
10 group that you had previously discussed setting up with Mr. 
11 || Judelson? 
12 || A That's right. | 
i} 2 
13 Q Would you explain the origin of the Mark Group? | 
14 A Well, what happened here is that we were working | 
| | 
15 on -- let's see, Management Resources went on through 
| g | 
i 
16 ! Hollander, working and the vice president of marketing, and 
| | 
Ww | some other assignments, vice president finance, that Mr. | 
| | 
\ , 1 
18 || Bluhdorn was interested in, and we used it in connection | 
| ' 
| | 
19 | with the hiring of Dick Wasserman, who had been with ITT and | 
20 || had been the head of the Levitt Company of ITT, and when he | 
) 
21 } left, Bluhdorn indicated he wanted this man and I went after 
| 
oy ' | 
22 1 him and he came and came to work for us. 
| 
23 At one point we were looking for an applicant and 
| 
9A when the name Management Resources came about, it was strictly 
25 a matter of looking in the telephone directory to see if ther 
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Was any such name and there was none, and it seemed to be a 

Cescriptive gocd name, so that's why we adopted it. 
But, what happened was that someone responding 

to a telephone call that apparently Bill McDermott had made, 


| 


@Cither lost the address or lost the telephone number, I 
| 


guess it was, and he looked it up in the Manhattan directory | 


and ended up going -- | 
! 


MR. STEIN: Your Honor, could we find out who the 


THE COURT: It would help. Who is he? 

THE WITNESS: [It Was a candidate who was being 
reviewed for a Particular job. I don't know exactly what 
that would be, 

* ‘as just one of the ones we had worked on 

When I say candidate, I mean out of one person 

who gets hired, it may be 25 people you have had contact with 
| 

Or interviewed and what have you, It was one of those. What, 
happened was, apparently he found an Old Manhattan directory 
and in the old directory there was in fact a Management 


Resources and it gave him an address and that address is 


where he went to and when he went there, there Was no such 


thing anymore. 


Apparently they had a license to do business in 


the State of New York, but it was no longer around and it 
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i} 
' . . 
2 Hl wasn't in the new phone hook, SO no One paid any attention 
i 
\ 
2 8 to it. 
| 
4 Il So in that point talking to Dave Biondi, I said 
! 
5 | this is not good to have this kind of thing happen, how 
i} | 
6 | can we check this out. 
\ | 
| 
7 | So, he suggested if we could find out if Manage- | 
8 ment Resources was in fact in the State of New York or for 
9 | that matter in the State of Connecticut, and he had BiJ° 
| 
10 | write to the authorities in each of those States and they 
i} 
i] : , , 
| found out in fact there was a Management Resources that had 
! 
12 | license to do business. 
13 | SO we had to change the name. About that time we 
1 
4 || were startiny to work on other assignments so the idea of a 
15 || name was again important. We were working specifically on 
| | 
16 i} that top finance officer for the corporation. 
| | 
17 ! So, the name Mark, I just happened to have a son | 
| 
18 | by the name of Mark, and we were talking as to what name do 
| | 
19 | you put on, I said let's put Mark for the time being. zt | 
20 | seemed to be okay in terms of connoting the Mark Group would | 
| 
21 | be an employment type of thing. 
22 So, we did. As I say, I had discussed this 
23 || completely with Dave as to the use of that name. That's -- 
| | 
24 THE COURT: Who is Dave? 
| 
25 THE WITNESS: Dave Biondi, your Honor. | 
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MR. STOLZAR: The tax attorney employed by Gulf | 


and Western. 


Q Would you state the name of any person who 


Management Resources placed with Gulf and Western and the fees 
received by Management Resources for Such placement? 
A I think I hit that already. ft would be Htollande: 
WAS actually placed with Gulf and Western. 
There were no fees whatsoever, 
Wasserman came in at that time. There was no fee! 
Paid for Dick Wasserman. And the rest of them we were working 
On Specific people. 1 told you that there would have been | 


fees on the marketing person had we given it to the outside, | 


We worked on that, had the Candidates Proper.y filtered but 


then there was a decision from within. No feos were paid 


in any of tnese instances. 


Q Would you state the names of any Of the persons 
whom the Mark Group placed in Gulf and Western and the fees 
received from or Charged to Gulf and Western for Such place- 
ments? 

A Yes. Actually there were two placements which 
were made from the time the Mark Group came into being which 


would have been October of 1972. In that period there would 


Polymer Industries, which Was a division of Phillip Morris. 
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Q Excuse me, the gucstion was, the names of the 


Persons whom the Mark Group placed with Gulf and Western and 
the fees received from Or charged to Gulf and Western? 

A I'm sorry, I misunderstood your question. The 
Mark Group placed no one with Gulf and Western and there wer 


no fees paid, 


Steer | Se ae ee ee eve 


Q Would you state what fees were actually received | 

by the Mark Group and how and when they were earned. | 

MR. STOLZER: Before that is answered, may I sasal 

mit in evidence Plaintiff's Exhibits 9 and 10 heretofore 

marked, 
(Plaintiff's Exhibits 9 and 10 heretofore marked 


for identification, received in evidence. ) 


A The question was the people -- 

Q What fees were actually received by the Mark 
Group and how and when Cre they earned? 

A There were two fees that were received by the 


| 
| 
| 
Mark Group. One was for $9,000, as I recall, and that was | 
for the placement of a person »y the name of Tomlinson, I 

| 
believe, with the Polymer Industries in Stamford, Connect a 


They're a subsidiary of Phillip Morris. And ther 
Was another fee received, and I believe that was in the amount 
Of $2700, and that was for the placement of David Biondi 
with Raybes Stos-Manhattan, in Connecticut. 


| 
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Q What did the Mark Group do with these fecs 


received by it? 

A The 11,700 was placed in an account which had 
been opened in March of 1973, in I bclieve the Union trust 
Company in Stamford. It had been Opened in the name of the 
Mark Group with Bill McDermott as the authorized signatory. | 
What happened was, I was in Pittsburgh at the time that both 
these people -- that the checks came in for both of these | 


people, that's what it was. In talking to Bill, I told him 


to just take those checks and endorse the» to the Mark Group | 
and put it in the bank account, and that I would be discuss-_| 
ing that further with Mr. Judelson later. But that's where 


it was to be kept for the time being. And he did. 


Q Were any of these funds disbursed by the Mark 
Group? 
A Y2s. $3,000 for the placement of Tomlinson was | 


paid to a Steven Markham. Steve Markham had really for the 


Mark Group acted as an outside contractor, as his true in | 

° A ° | 
search companies, where his total remuneration would be on the 
basis of receiving one~third of the first year's salary of 


the person placed. | 


So, after my leaving Gulf and Western and with 


that money in the bank account, and having owed that $3,000 
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1 hpe Lawlor - direct 53 | 
| 
| bank account is $11,700 less 3,000 to Markham and whatever the 
| ! 
3 | bank charges are over the period of time, | 
4 | Q What happened to the approximately other $8,000? | 
| 
5 | A . After I left Gulf and Western on the ae oF | 
6 | called Dave Biondi. 1 really frankly at that point didn't | 
7 | know where things stood. I didn't want that just sitting in | 
8 a bank account. I asked him if there was some way until | 
9 I could get this worked out with Gulf and Western, would he | 
i 
10 | take that as an attorney, and I think he had what he called | 
1l | an attorney's account or something like that, and would he | 
12 just hold that in trust for Gulf and Western and he told me 
13 } he would, which he did. | 
| 
“4 | I think the way it happened, Bill went down, drew 
15 | the mone, out, gave it to Dave, and he in turn put it in his 
16 | account. 
7 || When I talked to my attorney, Mr. Rudell, I ae 
18 |} him that there was this 8,000 some odd Gollars, and the dai, 
19 ] action Mr. Rudell took for me was to set up a meeting with | 
20 || Gulf and Western, to give them back the over $8,000, and they 
21 | refused to accept it. We then drew the money out of the | 
22 || bank and gave it to Mr. Rudell to hold as trustee until we 
23 Saw what we could do with the money. 
24 Q What, if any personal gain or income, did you 
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. ' | 

A [I haven't received a nickel. 

Q What, if any personal dealings, dealings for your- 


self did you have with any executive search group other chan | 
| 
Management Resources or the Mark Group prior to April 26, 
1973, and while you were in the employ of Gulf an? Western? 
MR. STOLZAR: At this point, your Honor, I would 
like to offer in evidence Plaintiff's Exhibit 11 heretofore 


marked, the contract with Bouche. 


(Plaintiff's Exhibit 11 received in evidence.) 


Q Let me break that question up into two, Mr. 
Lawlor, 

Did you have any personal dealings, that is 
dealings for yourself personally, with any executive search 
group while you were in the employ of Gulf and Western? 

A Well, if you are referring to Bouche, that 
would be the only personal contact that I would have had. Asj 
I said at the outset, I had contact with all kinds of search 
people. The only personal dealings I would have had would 
have been with B~b Bouche of Pittsburgh. 


Q Would you describe this personal dealing with 


Robert Bouche in Pittsburgh? 
A Yes. I believe it was about the end of December, 
the end of '7l1 or early '72, Mr. Bouche who has an employment| 


and a search firm in Pittsburgh, where I had spent some 17 
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Years in the steel industry, contacted me and told me that h 


| 

G 

| 

Wa3S having some very serious problems with his firm. 

. . . 

This was a Particular time when the economy was | 

| 

‘ ’ | 

way down and employment was not very high, and Cney were 

Struggling just to keep their head above water, 
AS a matter of Fact, apparently they had gotten 

one ; | 

to a position whether either the banks or someone could very | 

Tae : | 

well foreclose and that would be che end of tne business, | 

I knew of him for over 20 years, and his point 

' 

: : , Ore | 

to me was merely, Matt, if you are in any kind of POSition | 

| 

at all, would yOu consider making a loan to this company so 

{ 

that we could keep our head 2bove water? | 

MR. STEIN: Your Honor, I am going to Object to | 

the statements contributed to mr. Bouche on hearsay ground. | 

THE COURT: Tf Will take it again, Overruled. 
A (Continuing). 1 told Bob -- that was a telephone| 


call, as I recall, and I Said, "Let me take a look at my | 
financial POSition" where I Stood and what have you, and then 
I thought the best thing to do would be to have Mr. Bouche 
come up to Connecticut and Visit me at my home, which he did,| 
What I did is, I had mentioned earlier that Gulf and Western 


had given me 5,009 warrants which at that time, I believe I 


had sold a thousand of them, but there were 4,000 left and 


| 
those 4,000 had a Value of about 915,000, so there were $60,900 
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1 | hpe Lawlor ~ direct $7 
D) } just give you a layman's idea what the agreement is, 
3 The agreement, the intent and what have you, was | 
4 an understand .ng that I was willing to give them $25,000, 
5 | they would continue to pay the interest, and the other thing | 
6 was, in case anything went wrong, my wife and child would 
7 | be protected so that I could not come out on the short end 
H 
8 of that. 
9 | That was the total sum and substance of what that) 
10 } agreement was ali about. And, we concluded the agreement 
| 
11 | that night at my house. 
12 J Q Who prepared and negotiated the agreement itself? 
13 |] A Dave Biondi did that. ! 
14 | Q What were your instructions to Mr. Biondi with 
| 
15 | respect to the preparation and negotiation of the agreement? | 
16 | A Well, there had been a good deal of discussion 
17 | with the four, five of us Sitting in. My wife was there too. 
18 i We discussed the state of the business, the problems they were 
19 | having and so On, and the need to. the money and on my part 
20 | the fact that with the Warrants I certainly would be in a 
21 | position to do something about it. 
22 And, at that point then, I told Dave that I was 
23 perfectly willing to loan the money, I had no reservations 
24 | about that whatsoever because I had every belicf that this 
25 was Only an interim thing with Bob, that I did want some 
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Protection, as I indicatec, in case anything went wrong. [I 
think there was Such a thing as a life insurance policy on 
Mr. Bouche if he Should die, because a search firm is 
Pretty independent on the individual in the firm, it isn't 
just something you hand down to other people, and the Only 
Other point I know that came up in the discussion, I Said 
that under no circumstances Was there to be anything which 
could in any Way be construed as a conflict of interest in 
any way, shape or form. 

On that note Dave suggested that I sit in the 
Other room -- 

MR. STEIN: Your Honor, [ Will object to State~ 
ments made by mr, Biondi. 

THE COURT: TI am afraid we are going awfully 
far afield, Mr. Stolzar. Can't yOu set out the material 
facts out of this long tail here. We have Spent most of 
the entire morning and so far I haven't qotten anything of 
any consequence, to be perfectly frank with you. 

MR. STOLZAR: I think it will fit into place 
before the day is out, sir. 

THE COURT: Maybe it will. 

MR. STOLZAR: And after -- 

THE COURT: [ft seems to me we are not making 


very much progress here. 
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Where did YOu obtain the funds for your loan 


I obtained it from the Chase Bank -- 


THE COURT: Sustained, 


MR. STEIN: I Object to the relevancy, your 


MR. STOLZAR: Your Honor, I offer Plaintiff's 


13 and 14 in evidence, heretofore marked, 


(Plaintiff's Exhibits 12, 13 and 14 m 


Mr. Lawlor, what, if any profits, have you receivnrd 


from the Bouche agreement? 


A 


eo 


A 
Gulf and Wes 
duction. 

Q 


Bigg William 


Q 
Williams? 
A 


in Florida. 


I haven't received any Profits from it. 
“ 


Who or what is "Famous Music"? 


Famous Music was a music company wholly-owned 


tern, broken up into Publishing and record 


Did you attempt to obtain some arrangement for 


3 With Famous Music? 
Yes, 


What, if any, Was your relationship to: Bit 


ve Was merely the son of a friend that we 
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| 
| 
| | 
2 | Q What income, if any, did you receive from your 
} oe : ; po 
3 | activities concerning Bigg Williams? | 
| | 
4 | A Absolutely nothing. | 
| } 
5 |I Q Would you explain the motivation of your acti-~ | 
| 
| | 
6 | vities with respect to the following at the time of such 
| | 
7 || activities: 
| | 
8 || Management Resources, the Mark Group, Biff 
oj Williams, Robert Bouche and Associates, briefly and succinctly. 
i} { 
| 
10 || A I think a good part of what I said this morning | 
i ! 
a | probably would explain the motivation but with respect to 
12 | Management Resources, I was looking for a vehicle for Gulf 
| 
1] } 
a and Western that would allow us to be extremely effective 
|| ° 
14 || in the total employment area and cut down on the amount of 
i: Search fees that we were Paying out. | 
| 
16 } When it got to the Mark Group it extended some- 
17 || what in that we recognized we had a Capability of helping | 
is || to make this a Profit center, whis is something that I had 
1} i 
! | 
19 . || mentioned to Mr. Judelson and was looking forward to bein 
} ; 
; 
20 «dT able to do, the motivation there being to Provide the same 
| ; 
7 an | things the Mark Group provided and to even be able to pro- | 
| 
22 vide that type of service for Other companies in Similar | 
| | 
23 sO need for candidates, which would be true in the case of the 
| | 
2A || placement of Tomlinson or Biondi. 
| 
25 Biff Williams was a young, talented Singer and | 
' 
| 
| 
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2 |i writer. I had introduced him to Famous Music and to Tony | 
3 Martell, who was president -- | 
; 4 | MR. STEIN: Your Honor, I will Object at this 
5 | point. I don't see the relevance of who Bigg Williams was. | 
6 THE COURT: Sustained. | 
7 | Q Mr. Lawlor, what steps, if any, did you take to | 
8 || conceal from Gulf and Western in your activities relating | 
9 | to the Management Resources, the Mark Group, Biff Williams, 
10 Robert Bouche and Associates? 
i A I didn't take any steps to conceal anything. I 
12 | conferred with -- excuse me. | 
Ii | 
13 | MR. STOLZAR: Your Honor, I offer in evidence | 
14 | Plaintiff's Exhibit number 15 heretofore marked, 
| | 
xx 15 | (Plaintiff's Exhibit 15 received in evidence.) | 
16 MR. STOLZAR: I offer in evidence Plaintiff's | 
17 16 heretofore marked. 
xX 1g | (Plaintiff's Exhibit 16 received in evide.ce.) 
19 Q Would you explain what Exhibit 16 represents or 
20 || is, Mr. Lawlor? 
} | 
21 || A Exhibit 16 consists of two cf the many pads 
22 || that I used to kee on in ‘y desk. In the course of the day | 
23 as the day started, I would have them on my desk at work at 
2A Gulf and Western and would write down, On the first sheet | 
25 if I was to talk to somebody, it might be listed there. 
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The other sheets I might have written down | 
things I was thinking about, what I might do or how I might | 


project something, some project I had in my mind. It merely 


constituted something that at a later date I conld always 


go back and kind of find out what I hadn't taken care of. 
It's not a diary per se, but just ~- I just normally write 


as I'm trying to verbalize my ideas. 


@) These related to your worx at Gulf and Western? | 
A Yes. 
Q Who, if anyone at Gulf and Western ever requested 


or directed you to do any work or perform any services for | 
anyone other than Gulf and Western? 


A Mr. Judelson -- 


| 
| 
MR. STEIN: Your Honor, I will object. I don't | 
see the relevancy. | 
| 

THE COURT: Overruled. | 


A Mr. Judelson asked me to hire for him a Superin- | 


tendent, to find for him a superintendent for his father's 


business, which was over in New Jersey. I believe it's the 
Oscar O. Judel--p Company, now, I think it hos been changed 
to Judelson Industries. Mr. Judelson was chairman of the } 


board of that company, and apparently the superintendent was 


leaving, and he asked me to go over and meet the people there 


and spend the time to get to know the company and come up with 
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} | 
9 | qualified candidates for it which we did. 
° ‘ : | 
3 | Q How much time did you spend performing such ser- | 
| | 
4 vices? 
5 | A Well, I personally went over there on a couple -4 
| 
' : | 
6 |i three occasions that I'm aware of. I took a search fellow -- 
1} | 
7 that was back in '69 -- I took a recruiter with me so he would 
| 
8 ! understand what it was what I was looking for. | 
9 ! And, I had several meetings with Mr. Judelson | 
10 reviewing the candidates that we offered to him finally and | 
| 
i} 
il he finally hired him. 
| 
12 ] Then, subsequent to that, the man quit and we had 
| 
3 | to start all over again. | 
1} } 
| 
| | 
14 || Q Was Oscar Judelson Company a part of Gulf and 
| | 
15 || Western? | 
| | 
16 || A No. 
} 
a Q Was Gulf and Wes ern ever compensated for your 
1| 
a time or services? 
} | 
19 | A Not that I'm aware of. 
1} 
20 What, if anything were you to’4 concerning state- 
| 
oe ments made by Judelson concerning you after April 26, 1973 | 
22 || and who told you? 
23 | MR. STEIN: Your Honor, I object. This is a case 
*¢ || Of libel that is alleged to have occurred on April 26, 1973. 
| 
23 | 


. | 
Statements made after that date bear no relevance to this ies 
| 


! 
} 
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It didn't appear in the Gallagher Reports, 


ESA 


ig 


i 
| MR. STOLZAR: [It will have Some hearing on the 
} 
4 |i malice question and the Subsequent loss of earnings and SO 
tj 
i} 
5 i On. 
1 
} 
6 || THE COURT: Overruled. 
1} 
7 | MR. STEIN: Your Honor, I just might POlnt out 
8 there is no allegation of malice in the first cause of 
9 | action, 
10 | THE COURT: There LS in the second. 
! 
ll MR. STEIN: That is concerning statements attri- 
12 buted to -vis, not Judelson, 
13 | THE COURT: We Will take it for what bearing it 
1 
it 
l4 | may have on damages, 
I 
5 || MR. STOLZAR: If your Honor please, if counsel 
. we 
16 | SO concerned about the matter, an expression of malice in the 
1! 
17 first cause of action, I move the first cause Of action be 
I 
18 |] amended to allege malice. 
| 
19 | MR. STEIN: your Honor, I oppose the motion. In 
| , , : P , : 
20 || the midst of trial there is no time to make a motion -- 
| 
21 | THE COURT: It certainly seems to me you are a 
22 || little tardy after you have had months in which to do 2 
{| 
2 I deny the motion. 
| 
ye MR. STOLZAR: If fr may point out, yOur Honor, 
Ti 
i 
25 in the nature of she word 


25 I the matter of Malice is reflected 
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9 | and the substance of the matter under the Situation and | 
| 
3 there is ample text to indicate that an allegation of the | 
4 | word malice is not necessary under these circumstances, | 
| 
5 | THE COURT: I am aware of that. What you pleaded 
i| | 
6 | is what you pleaded. It is too late now. This isn't a | 
| | 
7 | broad case. It's a very narr.w one. You hare had months ns 
8 which to make motions to amend. It would change the whole | 
i 
9 | Structure of the case. The briefs are all confined to what | 
10 | you allege in the complaint. The first thing you do this | 
11 f morning is expand it by stipulation what was said. That isn't 
12 what was said in the complaint at all. So, I have wasted | 
i j 
13 |) last evening reading briefs directed to One subject which isn}'t 
I 
14 | what is here. Let's move along. 
15 | Q Would you describe the circumstances under which 
16 ! you signed a resignation from Gulf and Western? 
17 | A Yes. | 
18 On April 26, I was called -- I'm not sure whether 
\| | 
19 | it was a return of my call or I got called but I went up to the 
“) 42nd floor where Mr. Judelson's office is. 
21 } I was told by his secretary to remain in the 
22 || Waiting room because there was a meeting going on in Mr. 
23 Judelson's office. | 
24 i sat there for an extended per c“ time, over 
25 || an hour. And, th: next thing I know, she «, in and said 
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| 
9 Okay, fine, Mr. Judelson will see you now, but he doesn't 
| 
; ; ; eee 
3 |} Want to see you in his office. See him in the conference 
4 |i room because there is something wrong with the air condi- 
I 
5 |i tioning in his office. 
6 | {I walked into the conference room and when I 
7 walked in, there was Mr. Judelson, Mr. Jones, Mr. McAward, 
8 and Mr. Davis. And Miss Werner was there and then left. 
9 fj Mr. Judelson then said to me something to the 
10 | effect that people that he had put confi'ence in me and 
ll | people I had put confidence in, didn't seem to reciprocate, 
| 
| 
i} 
] | and then we went through a pretty lengthy meeting wherein he 
I} 
13 |} asked me about the Mark Group, which I told him. He asked 
| 
14 || me about Management Resources, which I told him, and without 
| 
15 |i repeating the whole thing, Mr. Stolzar, it's fundamer 
} 
16 what we have in the transcript of that meeting. 
17 I MR. STOLZAR: Your Honor, I offer in evidence 
18 |} Plaintiff's Exhibit 17 heretofore marked, a transcript of the 
| ‘ . . . 
19 | tape of the Lawlor interview of April 26, 1973, as supplied 
20 | by Gulf and Western. 
| P 
21 | THE COURT: Received. | 
XX 22 | ‘Plaintiff's Exhibit 1? received in evidence.) | 
23 Q Mr. Lawlor, you have heard the words now part of 
a | Paragraph 8 of the complaint read into the record. 
25 | Were those statements as made by Mr. Judelson 
SOUTHERN DIST RICT COURT REPORTERS, u.5 COURTHOUSE 
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9 | true? | 

| 
3 A No, they were not. | 
4 | Q Mr. Lawlor, what was the basis for your conclu- | 
5 ) sion in the complaint as alleged that Davis made a statement | 

iI | 
6 | to the Gallagher Presidents Report? 
7 | A Well, as I tried to indicate this morning, there 
8 |i were five people in that room. There was myself, Mr. McAward, 

| 

9 | Mr. Davis, Mr. Judelson and Mr. Jones. 

| | 
10 Now, at the time we filled the complaint out, 

| 

11 I recalled what to the best of my recollection had been said | 
12 || in that meeting and of course that has been substantiated | 
13 by a transcript that I didn't even know was being taken at | 
4 || the time of that meeting. 

| 
15 The Gallagher Report, when it came out, and it 
16 || talked about the various comments that were there, would 
7 | seem to me the only way that could possibly get to the | 
18 | Gallagher Report would be from somebody from that meeting. 
19 I went back through in my mind and searched the various 
20 =| contacts I had with people and what have you, and based on 
21 some of the statements that I made earlier this morning, it | 
22 | was my Opinion that Mr. Davis would have been the one who oe 
a have passed that information on to some outside source. | 
2A | Q Did anybody. at Gallagher Presidents Report furthdr 
25 | your thought that Davis was the man? | 

| ! 


~ 


wa 


d 
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A After the publication of that -- 


MR. REINER: Objection, your Honor. No founda- 
tion has been made. 


THE COURT: Sustained. 


Q Did you have any meeting with any officer or 

| 

employee of the Gallagher Presidents Report? | 
A Yes, I did. I met with Miss Billings, the easken 


and president. 


Q Did you have any conversation with her concerning 
the source of the Gallagher Presidents Report story? 
MR. REINER: Objection, your Honor. No proper 


foundation has been laid. 


THE COURT: Sustained. Fix the time and place, 


, 


| 
Q Will you tell us where and when you met with | 
Miss Billings? | 

{ 


A It was subsequent to the printing of the Gallagher 

| 

Report, which was May -- it would have been in June that the | 

| | | a ieulM 

meeting took place, and it took place ina restaurant of the | 

Hotel right next to Grand Central Station, the Biltmore, I | 

believe it is. | 
The meeting was at her request. She had called 


me and asked me if I would consider coming down to New York 


to have a discussion with her about the contents of that 


article. 
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2 | I came down, we talked about what I had done at | 
3 | Gulf and Western, she seemed to me that TI had a good repu- 
4 tation, I remember asking her when did she determine that, | 
5 | before or after she wrote the article and she told me -- I | 
6 think she declined to answer that. 
7 But, the purpose of that point was, she said to 
8 | get to know me better. She asked me to bring a copy of my | 
9 | resume with me because she indicated that she would like to | 
10 || _ send that out to the various people who subscribed to the | 
11 Gallagher Report, which goes to the presidents of many, any | 
12 || large corporations. | 
13 She indicated that a source so high up in Gulf 
14 || and Western told her that there should be no question in my | 
| 
15 || mind who was the source of that article. | 
16 MR. REINER: I object, your Honor, and move to 
17 | strike the testimony. 
18 | THE COURT: Denied. 
19 MR. STEIN: Your Honor, the statements made by 
20 defendant Billings of course, are not binding or Gulf and 
21 | Western. 
| 
22 | MR. STOLZAR: At this point, your Honor, I offer 
. 23 in evidence Plaintiff's Exhibit 18 heretofore marked, the 
24 Gallagher Presidents Report of May 22, 1973. 
25 The article in question is on page 2 of that 


~“ 


12 
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| 

document, 
THE COURT: Received. | 


(Plaintiff's Exhibit 18 received in evidence, ) | 


Q Mr. Lawlor, how did the May 22nd, 1973 article 


¢ ncerning you in the Gallagher Presidents Report first come | 
! 

to your attention? 
| 


A It was by telephone. I was at home and I received 
| 


telephone calls from prior business associates, people in the) 


search industry, asking me if I had seen this article. 


I told them no, I had not. Where I first saw a 


| 
copy of it is, when I was in New York the following day, some 
' 


, 4 nn - u 
One had gone and gotten a copy of the Gallagher Report and 
then gave me that copy. That was when I first became aware 


aw 


of the actual words, 


Q Were you ever contacted prior to May 22nd, 1973 


| 
| 
| 
| 
| 
concerning the contents of the article and if so, by whom? 
A No, I was not. 
Q I show you the article, in Plaintiff's Exhibit 
18 and ask that you point out or read the portions which you 
Claim are not true. 
A Well, the article starts of "Gulf and Western 
Industries chairman forced to oust Matthew Lawlor two wecks 
after discovery of questionable practices by Lawlor as V.P. | 


Employee Relations." 
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That's not true, 

"Lawlor in charge of G & W personnel department". 

That was true. 

".-reportedly set up dummy corporation in Mark 
Group” not true. "Opened bank account for dummy corporation,| 
not true. "channelled unsolicited job resumes to the Mark 
Group". I don't really know what that means so I can't 


coment On the truth or not being true, "Extracted fees 


for placement of executives with Gulf and Western," 
Absolutely no way true, “Eliminates title", I don't know, | 
"Turns over Lawlor duties to personnel director Dave Foreman.," 


I do understand Dave Foreman came back after I left. 


Q What steps, if any, did you take concerning 


finding employment after April 26, 1973 and after May 22nd, 
1973? 
MR. STEIN: Your Honor, if I may move here at 


this point, for a bifurcation of the issues in this case, 


finish liability and then go to the damages issues? 
THE COURT: e I don't think that would be a 
wise use of our time. Let's put the plaintiff's case in. 
Go ahead, 
A The question is what? 


Q What steps, if any, did you take in finding 


employment after April 23 and May 22nd, 1973? 
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9 A I had a resume developed and printed. I obviousliy 
3 | started paying very close attention to the New York Times and 
4 | the Wall Street Journal and the otherpapers that have open- 


5 i ings. However, for vice presidents of enployee relation, 
g il there weren't that many. I did contact Specifically Alan 


7 || Sarn, Bill McCulloch, Jim O'Brien, Tom Denny, Mr. Christian. 


These are all men who I have known over the years who are in 


9 || the search business. | 
10 II I contacted many and was contacted. The phone 
| 
il i practically was ringing continuously or constantly for a week! 
{| | 
12 || after this occurred, of people who were calling and in each | 
H \ 
13 | instance anyone in any position to be of help to me, for 
| 
a instance, Alan Kasalsky, Administrative Vice President of 
| q e . 
15 Black and Decker, he has submitted my name on several 
16 || Occasions, with respect to positions he knew to be open. With 
17 || respect to Herb Hallbrecht, in Greenwich, I went to see him. 
ig || He had his own firm. He told me that there was a position as| 
| 
19 vice president employer relations for Hart, Schaffner & 
09 || Marks in Chicago. He submitted my resume to them. They seeme¢d 
| P ° ° ° > ° > i 
91 || to be quite impressed with it. Then in turn he tried to \ 
= | 
22 |} contact Gulf and Western to find out something about why I 
| 
23 was no longer there. He called them. He wrote to them. He 
| 
2A got no response. Then in a meeting I had with Cynthia Billings, 
2 || I mentioned that to her, she suggested if I had him write her 
; 
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@8 letter she would 


He wrote her 
the letter and 
me because 
ever -- 
MR. STEIN: 
your Honor, 


made by Mr, 


THE COURT: 


Lawlor 
take steps and do what she 
a letter and she 
Subsequently mr, 


they were not able 


I will object to any statements, 
Hallbrecht as hearsay. 


Again, 


QOwys 
arg il 
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could, 


never responded to | 


Hallbrecht Called 


and told 


to get any information whatso- 


I will take it. 


THE WITNESS: JI ar logize for hearsay, your 
Honor. 
THE COURT: That's not your problem. That is 
your lawyer's problem, Mr. Lawlor. 
A (Continuing) At any rate, the job at Hart | 
| 
Schaeffner 5 Marks was not made to me as a result of the | 


article that was 


from Gulf anda Western and that dropped. I 


call from Leonard, who has 


Known. He knew me from my 
try and he asked me for my 
told me he had given it to 
my credentials fit exactly 

The 
Western. He called 


Judelson was on the phone, 
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written and no Substantiation or 


President had asked him to 


them and he talked to Miss 


no denial 


had an Offer, a 


j 
well 


| 


il 


his agency in Pittsburgh, very 


association with the Steel 


resume which I sent and he 


to hin, 

a president of a steel company, | 
| 

what they were looking for. 

talk 


to Gulf and 


Warner, Mr. 


she told him to hold on. held 


He 
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| 
2 | On and she came back and said Mr. Judelson will not take the | 
| 
3 II call. With that, Leonard told me there was nothing he could 
| 
; , 
4 |i do to pursue this matter because no one was talking from 
} 
] | 
° ‘ ° ° ° P } 
5 | Gulf and Western with respect to either the article or why 
- ; 
6 || I left the company. Allan Sarn indicated to me there were 
7 positions but he would be in no position to do anything about 
| 
8 | it until this whole question of my integrity had gotten 
| ' 
9 | cleared up. | 
10 | Jim O'Brien, whom I had known for years and who 
i} 
it i 
i OH is an outstanding man in the search business, told the same | 
| | 
| be ' 
2 i thing to me. 
| 
| 
1} j 
13 || Chris Christian told me with this cloud hanging | 
| | 
14 | over my head -- | 
| 
15 MR. STEIN: Your Honor, this is virtually a litany 
| 
16 || of statements made by a variety of people made to Mr. Lawlor. 
17 | THE COURT: I am aware of that. I don't see any 
18 |! other way he can iow efforts to get a job. Go Ahead. 
i 
19 A In answer to the total question, Mr. Stolzar, 
| 
20 = ‘II I called and talkedto every search person I practically had 
i| 
| | i 
21 || had contact with and I had contact with the best all around | 
| 
i 
22 the country. 
aah ° 
23 | Q Mr. Lawlor, have you since April 26th, 1973, been 
! 
a || able to obtain employment of any kind similar to your Gulf 
| 
25 | and Western position?. | 
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} 
2 i A No. During that period of time I have been trying 
| ' 
3 i to work strictly as a contract-type recruiter, if you will, 
| 
| 
4 || On the basis if i could find someb dy and place him I will | 
1| | 
5 get a fee. 
| 
| 
6 | One of the jobs that was just about settled was | 
! 
7 || one with 2 recruiting frim, and after the offer had been mada 
| 
8 || and I had accepted it and was to become an officer of that 
| os ri = ' 
9 i corporation, the offer was then withdrawn because of the 
! 
10 || possibility or the lack of Clarity from Gulf and Western or 
HI - | 
ll | anybody else as to what happened with Gulf and Western. That 
12 | was with Woodger Associates in New York. 
it 
13 || I have been unemployed in effect since then. 
14 | MR. STOLZAR: Your Honor, may we take a five- | 
15 || minute break? 
i | 
16 |) THE COURT: All right. 
7 jj (Recess.) 
18 || MR. STOLZAR: Your Honor, I have no further ques 
| 
19 | tions of the plaintiff at this time. 
xx 20 || CROSS EXAMINATION | 
| | 
21 || BY MR. STEIN: | 
22 | Q Mr. Lawlor, when you were employed by Gulf and | 
| 
| 
23 Western in an executive capacity, were you fawiliar with its 
24 policy concerning confidentiality? 
25 A I had read it, yes. 
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| 
Q I show you a document which has been previously 


3 I marked Exhibit 15. 


SOUTHERN DIST ICT COURT REPORTERS U.S. COURTHOUSE 


rO.eY UAE MEW YORK mY co 7.4580 


| Do you rece ynize that document? 
' 
| . . ' 
5 | A 1 recognize it. | 
i! 
; : | 
6 || Q Would you open it to the first page, please, | 
} 
7 ! Was that your executive policy manual? | 
' 
i ' | 
eH A Yes, it was. 
1} | 
| oe . ; - | 
9 Q Are you also familiar with the Gulf and Western 
1} | 
| P or , | 
10 | conflict of interest policy statement? 
| 
| ; | 
ll | A I filled one out in 1969. 
aa Q Did you read it at the time you filled it out? | 
3 |] A Yes, I did. 
4 | Q I show you a document which has wern marked 
1] | 
I pi ; er 
15 Defendant Gulf Exhibit 15A, for identification. 
| 
16 |] Is that the Gulf and Western Conflict of Interest 
| 
m4 Policy Statement? | 
i| 
i} } 
18 || A Yes, that was put in that book, yes. 
! | 
19 } MR. STEIN: Your Honor, I offer into evidence | 
i} 
20 |] Exhibit 15, Gulf and Western Executive Policy Manual and the | 
| ! 
21 || Conflict of Interest Statement as Exhibit 15A. | 
22 || THE COURT: Received, | 
23 (Defendant Gulf Exhibit 15 and 15A received in | 
ae 
a | evidence. ) | 
25 9 Did the Gulf and western conflict of interest | 
| | 
' 
| 
| 


10 
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‘ . ; ; . ; . " . Yt ’ . 
policy statement permit its executives to become stockho!ders 
of companies with whom Gulf and Western did business? | 
; | 
A Mr. Stein, I read that statement. I could not 
sit here and tell you of my own knowledge that I know exactly 
what's in that statement, no. 
Q Will you look at the statement and see if it 
helps you answer my question. 
A The question now. 
THE COURT: You can put a leading question. 
Q I direct your attention to paragraph 5. 


Will you read that? 


A "Employees shall not have a financial interest in) 


Suppliers, customers and competing companies or any enter- 
prise to which financing accommodations are Or may be extende 
by Gulf and Western which would affect or appear to affect 
their decisions or actions except when their financial intere 
is limited to less than one per cent of a publicly held com- 
pany." 

Q Did you have a financial interest in Robert J. 
Bouche and Associates, Ine? 

A I loaned Bob $25,000. 

Q Did you ever become a Stockhclder in Robert J. 
Bouche Associates, Inc.? 


A I was issued a stock certificate. 


| 
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QO YOu have a stock certificate from Robert J. 


‘ 


Bouche and Associates, Inc.? 


A Right. 


2) Did Robert J. Bouche and Associates, Inc. ever 


do business with Gulf and Western while you were at Gulf 


and Western? 


A Yes, they did, a minimal amount. 


19) YOu have indicated on your direct examination 


thatyou loaned money to Robert J. Bouche and Associates? 


P a of 


A yes; six. 


Q Did the Gulf and Western conflict of interes 


“ 
ct 


policy statement also include as one of its conditions that 


employees shall not horrow from or lend to customers or 


suppliers? 


A It may well say that. 


Q And you loaned money to Robert J. Bouche 


Associates? 


have 


tions 


THE COURT: He said he did. Next question. 
A ft a2d. 
Q As vice president of employee relations did you 
Jurisdiction over the personnel department? 
A Yes, I did. 
Q Did your departmer* receive resumes or applica- 


from people outside Gul and Western seeking positions 
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z | with Gulf and Western? 

3 A Yes, we did. 

4 Q So that if an applicant addressed an inquiry 

5 | about a job to another executive, for example, Mr. Judelson 

} 
6 | the president or Mr. Forssen the treasurer, the matter would | 
| | 

7 be referred to your department? | 

8 A In most instances if they didn't know what to do. 

9 Q Did you or any of your staff ever have occasion | 
| 

10 } to forward resumes received to William McDermott? 

11 | A Yes. 7 indicated before he was the person they 

12 || were sent for, for classification. | 

13 || THE COURT: Cust answer the question. Let your 

14 || lawyer bring out the explanation. | 
| 

15 | Q Mr. Lawlor, was Mr. McDermott from October '72 : 

16 April of '73 carrying on any activities for the Mark Group? | 

\7 A Yes, he was. 

18 | Q T> yo. knowledae, did McDermott ever make use 

9 | of such resnmes on ochalf of the Mark Group? | 

20 A I don't know specifically if he did or not. 

21 | Q Do you recall the name Victor Karl? | 

22 A Not by -- | 

23 | Q I show you a letter dated February 22nd, 1973 | 
| 

2A from Victor A. Karl, addressed to yourself, Mr. Lawlor. It | 

25 has been marked as Defendant Gulf and Western Exhibze€ 3. 
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Does that refresh yYOur recollection? 


| 

| 

! 

| 

A Yes. tHe wrote to me as vice president of | 
Gulf and Western, right. | 
| 

| 

| 


Q Is there a resume attached to Mr. Karl's letter? 

A Yes, there is 

Q Was Mr. Karl's resume received in your department? 
A February of '73, right. 


| 
Q And at the time mr. Carl's resume was received, | 
. ‘ ; 
was anything done with it? 
j 

| 

' 


A I would have handled this the same I did with 


most resumes that came in. | 
If I didn't know anything directly I would have | 

sent it over. It Says "Bill, any interest. g. | | 
Which I did sometimes and sometimes my secretary 

did it for me. This happens to me one -- [ see my NaniNE Scie 

on there. 

Q Mr. Lawlor, as Part of Exhibit 3, I direct your 
attention to a letter On the letterhead of the Mark Group 


dated March Lk, 24973. 


A Yes. 

Q Have you ever seen that letter before? 
A No, not Specifically. 

Q Did Mr. McDermott work for you? 

A Yes, he did. 


SOUTHERN DISTHICT COURT REPORTERS, U.S. COURTHOUSE | 
FOLEY SQUARE, NEW YORK. N.Y. CO? 4580 


wo 


6 


10 


ll 


13 


14 


16 


17 


18 


19 


hpe 
Q 
the Mark 
A 


Q 


A 


Q 


Gulf and 


Lawlor - cross 81 
Was Mr. McDermott carrying activities with 
Group? 
Yes. 


Were you carrying on activities for the Mark 


Yes. 


Can you explain why a resume directed to you at 


Western was sent out to Mr. Robert Thompson at Olin 


Corporation on letterhead of the Mark Group? 


A 


in what 


inter 


Yes. 


As I say, I still don't know what this was for or| 


ing to operate this Mark Group as a separate profit center 


for Gulf 


person wt 


Bill was 


and Western and if there was no interest in this 


1atsoever on the part of Gulf and Western, then 


at liberty to send it to someone. In this case 


Bob Thompson, who Bill knew and worked with at the Olin 


Corporation years ago and this is no different than just 


forwarding amongst several companies to see if there was 


any interest and they in turn WwW us: follow through with the 


man. 


Q 


Mr. Lawlor, a letter was received by you from 


Mr. Victor A. Karl, dated February 2, S973‘ 


What did you do when you received that letter? 
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A I merely knew of no instance that -- it looks 
to me as though it's an employee relation person whom I 


didn't need on my staff and I sent it to Bill, which meant 


: 
| 
| 
| 
| 


he would look to see if there was any interest in the company 


Or put it in the file or if in this instance he saw an oppor- 


tunity to forward it to another company, he would do it. 


Bob Thompson forwarded many things to Bill or we 

to them. 

Q Did you ever tell Mr. Judelson that you received 
a resume from Mr. Victor Karl in an application for a job 
for Gulf and Western and that resume was forwarded with a | 
letter typed on the letterhead of the Mark Group to Olin 
Corporation? | 

A No, I would have no reason to tell that to Mr. 
Judelson. 

Q Did you ever tell that to any of your superiors 
at Gulf and Western? | 

A I would have had no reason. As a matter of fact 
you are showing me -- 


Q Did you ever tell any of your superiors at Gulf 


and Western what you were doing concerning the resume? 


A No, I didn't. 


Q Do you recall any other occasions where resumes 


of applicants to Gulf and Western were first received by your | 
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Very definitely. 


Q 


A 


Q 


lection? 


A 


Q 


Do you recall any? 


No, not specifically. 


Does the name Philip Kawesch refresh your Senes= | 


No. 


I show you Exhibit 4 and ask you if that refreshe. 


your recollection? 


A 


This is one of many resumes --~ 


THE COURT: The question is does it refresh your 


recollection? 


Q 


THE WITNESS: Not at all, sir. 
THE COURT: That's it. Listen to the question. 
THE WITNESS: Yes, sir. 


Do you recall ever giving Mr. Kawesch's resume 


to Mr. McDermott? 


A 


I didn't. It could have been sent to him. I 


indicat::1 before my secretary would send these over. 


2) 
A 


Q 


application 


To Mr. McDermott? 
To anybody in the department. 
So that routinely if a resume came in with an 


letter for a job at Gulf and stern, you would 
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I 


give it to Mr. McDermott? 


| 
3 | A No, sir, that's not what I said. I said I would 
| 
| 
{ } have sent some over, my secretary could have sent some, 
| 
5 | some could have been sent to Bill. If I indicated there was 
| | 
6 | no interest i the company or they could have been sent to | 
7 Boester for further processing or whatever person in the 
8 iI employee relation department made sense. | 
. . ' 
a | 0 Ni you ever authorize Mr. McDermott to take any | 
| | 
10 || resumes or job applications and send the. to Mr. Thompson 
} | 
1 || at Olin Corporation? 
1 
12 | A I don't believe Bill ever asked me for permission. 
it | 
13 | If he sent it he did it on the basis of what he did here. | 
| 
14 || Q Did Mr. McDermott work for you? 
i 
] 
* | 
15 PB Yes, he did. 
\ 
16 | Q Do you recall Mr. McDermott ever sending a resume 
! | 
17 i thatyou sent over to him out on Mark Group letterhead to 
i} 
18 | any person outside Gulf and Western? 
| 
19 | A Not of own knowledge, no. 
20 Q You don't recall the case of Victor Karl? 
| 
! 
a1 | A No, I do not. 
1} 
ye | Q You don't recall the case of Philip Kawesch? | 
23 A No, I don't. | 
| 
2A i MR. STEIN: I offer previously marked Exhibit 3 
! 
25 and 4 in evidence. | 
| 


| 

t 
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| 
2 These are Defendant Gulf and Western Exhibits | 
3 3 and 4. | 
4 THE COURT: REceived. 
xX 5 | (Cefendant Gulf and Western Exhibits 3 and 4 | 
6 | received in evidence.) 
7 Q Can you fix the date when the Mark Group began | 
8 | its operations, Mr. Lawlor? | 
} 
9 | A I believe that the extension from Management | 
10 i Resources to Mark Group would have been about August of | 
11 i fa | 
| 
12 1 Q It carried on activities so far as you were | 
13 | aware, up until April 26, 1973? | 
14 || A Yes. | 
15 Q Where were its offices? 
16 A It's offices were at Gulf and Western on the 36th| 
17 |i floor in New York City. 
ig Il There was a telephone answering service in 
19 |] Stamford, Connecticut. 
20 | Q It had an office in New York at the Gulf and 
21 } Western Buiiding? 
22 A Yes. It was in the personnel office of Gulf and 
23 Western. 
24 | Q Activities on behalf of the Mark Group were 
25 being carried on at the Gulf and Western offices in New York 
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City? 
A Activities on behalf of Gulf and Western -- 
Q That's not my question, Mr. Lawlor. I'm talking 


about activities on behalf of the Mark Group. 

A Yes, it would have been right there at Gulf and 
Western, yes. 

Q Did the Mark Group employ the use of Gulf and 
Western Secretaries? 

A Yes. 

Q Did it employ the use of Gulf and Western 
printing department? 

A 4e65: BEE: 

Q Did it employ the use of any Gulf and Western 
personnel, any other Gulf and Western personnel? 

A Whoever in the personnel department might have 
been necessary at a particular time, yes. 

Q From time to time you called upon people in the 


personnel department to carry on the activities of the Mark 


Group? 
A As far as I recall, yes. 
Q Did the Mark Group have a bank account? 
A Yes, he did. 
Q Mr. Lawlor, I am going to show you Defendant Gulf 


and Western's trial exhibis 18, and Gulf and Western's trial 
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| exhibit 18, which were heretofore marked. 
| Could’ you describe the bank account the Mark 
| 
Group had giving the account number, the name of the bank, | 
i| 
\ address of the bank? 
| 
A The Mark Group account number 1-07614805, Union 
Trust Company, Elm Street Office, Stamford, Connecticut. | 
| There is another Mark Group account number | 
107551602, the same bank. | 
| Q Was that account of the Mark Group opened on your 
| 
instructions or request? | 
| i 
| | 
A Yes. | 
| | 
Q You live in Stamford, Connecticut, don't you, 
i] Mr. Lawior? 
! 
A Yes, I do. 
| Q Did the document that has been marked as collec- 
| 
\ tive exhibit 17 constitute the record concerning the Mark | 
Group bank account? | 
\| ! 
| A 1972 
Q yes. 
A As far as I know, If believe that's everything 
| 
| that would have been involved. 


| 
| 

| Q Who is the authorized signatory on the accounts? | 
| | 
| A C. William McDermott. | 
| 

| Q Were any monics deposited in the Mark Group Bank | 
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account by Mr. McDermott? 


A Initially? 
Q At any time? 
A There was a $9,000 deposit and there was a 


$2700 deposit. 


Q As of the end of April 1973, how much money had 


beei, deposited in the Mark Group bank account? 


THE COURT: As I suggested a few moments ago, 


we would proceed much faster by putting leading questions. 
Q Mr. sawlor, is t it a fact that as of the end 
of April, there were $11,689.50 in the bank account. 
A Yes, sir. i 
OQ Mr. Lawlor, can you describe the source -- | 
| 
THE COURT: Here we go. Wiil you lead. | 
Q Mr. Lawlor, did you testify on direct examina- | 
tion that the source o. the bank account was $9,000 pedubeded 
from the Tomlinson placement and $2700 resulting from the 
placement of Biondi? 
A Yes, I did. 
Q Mr. Lawlor, isn't it a fact that that money was 


thereafter withdrawn by somebody, by a person? 


A Yes. | 
Q And that person was Mr. Biondi, is that correct? 
A It was withdrawn by Mr. McDernott. 
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Q Is it a fact that Mr. McDermott was acting on neh S 
| instructions? | 
A Yes. 
\\ Q Can you explain why the money w sithdrawn? 
| A That was after I left Gulf and Western, and I had 


testified that I had talked to Dave Biondi and suggested that 


| 
| 


| I give it to him to hold on to until we found out what was | 


| going to happen here. 


i Q What did Mr. Biondi do with the $11,698? 
A So far as I know, he put it in his own account, | 


\| attorney-at-law account. 


Q Did there come a time when the $11,698 was re- 


deposited at the Union Trust? 
A Yes, sir. 


Q Did there come a time when $3,000 of that money 


was paid out tc Mr. Markhain? 


A June 21, 1973; 
Q Isn't it a tact that as of June 1973, the money | 
y belonged to Gulf and Western? 


The money always belonged to Gulf and Western. 


Q On whose authority in June of 1973 did you take 


it upon yourself no longer with the company, to pay Markham 


$3,000 of Gulf and Western's money? 


A t did it on my own authority because I was the 
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! 
» || One that agreed to pay 
3 | Q YOu made that agreement with Mr. Markham? 
4 A finitely. 
i 
| Q You weren't authorized by Mr. CJudelson to make | 
| 
6: i an agreement, were you, Mr. Lawlor? | 
A When I was authorized to set up -- 
| 
8 ! Q Were you authorized to pay Kham the money? | 
| ' 
| 
9 || A Not specifically. | 
10 } MR. RUDELL: I don't want to suggest. I suggest | 
11 l the witness be permitted to answer the question before he 
iH} ‘ P } 
12 || interrupts him, | 
13 1 THE COURT: He wasn't answring. 
| | 
4 | Q After the money was paid to Markham, what was 
5 || done with the balance Of $8,698.50? 
16 || A Turned over to my attorney. 
| | 
Zz THE COURT: We will take our luncheon recess. 
| 
18 || MR. STEIN: I have two more questions, your Honor} 
19 THE COURT: All right. ' | 
20 || Q Who was your attorney? | 
! ; | 
21 | A David Biondi -- I'm Sorry, Richard Rudell. 
fa Q Do you know where the money given to Mr. Rudell 
23 {| is at the present time? 
2A | A It's in a bank account, his bank account, yes. 
25 | THE COURT: All right, 2:15.) 


| (Recess for lunch. ) 
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AFTERNOON SESSION 
2:00 p.m. 
MATT HE W J. BRAWL O R, resumed: 

MR. STEIN: Your Honor, I neglected this morn ng 
to offer into evidence at the close of our examination 
Exhibit 18. 

That is Gulf & Western Exh .it 18 and Gulf & 
Western Exhibit 19. ‘'vhe bank records. 

THE COURT: Received in evidence. 

(Defendant Gulf & Western Exhibits 18 ana 19 

received in evidence.) 
CROSS-EXAMINATION (continued) 
BY MR. STEIN: 

Q Mr. Lawlor, I show you a copy of a document that 
has been marked Defendant Gulf & Western Exhibit 5 for 


identification, and I ask you, can you identify that docu- 


ment. 
A Yes, I can. 
Q Would you do so, please. 
A This document can. out of the notebook which was 


Submitted this morning as 
I had been jotting down. 


Q Is that your handwriting that appears 


on the 


document. 
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A Yes, it is. 
Q You made those notes? 
A Yes, I did. 
Q Would you look at the references in the lower 


Part of the document to "Dick" next to No. 2 and No. 3? 


(e) Is the "Dick referred to in the sentence "Dick 
leaves G &W, severance pay go to Mark Group Fund"; is that 
Di & Boester? 

A That is right. 


Q Is the sentence 3, "Dick takes draw and expenses"; 


is that also Dick Boester? 


A That is right. 
Q Can you explain those references? 
A This is -- the references are just a part of 


this total page which represents a lot of thinking I was 
doing about ways that this Mark Group could be enhanced 
and act bette: than what we were doing up to that point. 
Dick Boester, I had been told to fire him by 
Mr. Judelson and mr. Bluhdorn and Mr. Gaston, 
Dicl is fifty something years old. tT was con- 
cerned about where he was going to find another job. He 
and I talked about that. We was: quite concerned. Tf felt 


Dick did a great job in the employment area for me. He had 
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been very helpful. 
I talked to Dick before he went on vacation, which 
he had already had planned before I was told to fire him. 
c@] Mr. Lawlor, were you the chief operating or the 


chief executive officer of the Mark Group? 


A I was the Vice President of Personnel for Gulf & 
Western. 

G Were you the chief executive officer of the Mark 
Group? 

A Well, there was never a chief executive officer 


discussion, no. 
Q Wereym in charge of the Mark Group? 


A I would say in my capacity as Vice President of 


Gulf & Western, yes. 


Q You were in charge of the Mark Group? 
A Yes, sir. 
Q And you offered Mr. Boester the presidency of 


the Mark Group? 

A I wrote down on this piece of paper whether he'd 
be president-~- I sce I put that in parentheses. I was 
just saying to Dick, “Would you like to be the outside 
Consultant working for the Mark Group?" 


Q Did you offer Boester a job with the Mark Group? 


A I didn't offer him a job because as suci, we did not 
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Zz have a job, I didn't -have any funds to offer him a job. 
3 Q Did you offer him an opportunity to become as- 

ae | sociated with the Mark: Group? 

5 A Yes, I did. I suggested to him that that might 
6 be a way for him to go to the outside, start to do some 

i of the work that Mr. Markham had done and eventually when 
§ this thing got recognized as a profit center under Gulf & 
9 Western, he would still then be a part of the whole com- 
10 pany. 

li Q Mr. Lawlor, would you look on the chart towards 
12 the top where it says "MJL Enterprises"? 

13 A Yes. 

14 Q What is MJL Enterprises? 

15 | A MJL Enterprises is merely a caption which I have 
16 | used in the past. It indicates, for instance, on income 
17 tax, where I tried to put specific things as they relate 
18 to expenditures that I had, put under MJL Enterprises, be- 
19 | cause it may have been anything in that particular year. 
20 Q Who owned MJL Enterprises? 

21 A There is no such thing as MJL Enterprises except 
22 | in my -- it was a name I attributed to it. 

23 | Q Is MJL Enterprises a Gulf & Western company? 

2A A There is no MJL Enterprises so it would not be a 
25 | Gulf & Western company. 
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Q Would you explain why you have on your chart 
MJL Enterprises with an arrow feading from Mark Group to 
MJL Enterprises? 

A What I was pitidtne about at the time I developed 
this was that we would be fa~ enough down the road so Mr. 
Judelson would have agreed that by now we should be pub- 
licly known as a subsidiary of Gulf & Western. 

I then would have hoped to have been president 
of this group, that is, chairman of the group, and run the 
whole show. ; 

I would have found him a new vice president of 
employee relations to take my job, and that was a part of 
my thinking at that time. 

My objective was to become a president of a sub- 
Sidjz. y of some company of Gulf & Western and Mr. Judelson 


ani I had talked about that in the past. 


Q Was MJL Enterprises to be a subsidiary of Gulf 5s 
Western? 

A If Gulf & Western and I, if Mr. Judelson and I -- 

Q Was it or wasn't it, Mr. Lawlor? Was it going 


to be a subsidiary of Gulf & Western? 
It is a simple question. 
A Those three initials are my initials. 


Q I understand, 
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| 
2 A This could he the XYZ Company for what this thing 
3 means here. It had no meaning exceptI put something in 
4 the box at that time for identification. 
ee Q Mr. Lawlor, I am looking at a chart which shows 
6 MJL Enterprises on an organizational basis with an arrow 
7 which shows MJL Enterprises to Mark. 
8 I am asking you if MJL was a part of Gulf & 
9 } Western. 
10 | A It would be intended to be part of Gulf & Western. 
1 | Q Mr. Lawlor, do you recall testifying in a deposi- 
12 tion in this case in May of 1974, where you were asked 
| 
13 this question: 
\4 | "Q Could you describe for me the other transactions 
i | during 1973 thatwere had by MJL Enterprises? 
16 "A The only other transaction with respect to the 
17 | three thousand would have been the interest payments by 
18 | Bushee to me with respect to the loan that I made. 
19 | at Was that to you, Mr. Lawlor, was it to MJL 
20 | Enterprises? 
21 | "A That was to me because I was MJL Enterprises." 
22 | Do you recall being asked those questions and 
23 | giving those answers? 
aA | A Yes. I do, and I explained to you why, that for 
25 tax purposes, that $3,900 that came to me was purely to pay 
SOUTHERN DISTKICT COURT REPORTERS, U.S. COURTHOUSE 
FOLEY .QUARE, NEW YORK, N.Y. CO 7-4589 
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2 | the interest on that loan, and ¥ had co show that for federal 

3 income tax purposes as to what it was and I}; it down MJL 

J 4 | Enterprises so that there would be a basis for having that 

5 : kind of a deduction on my income tax. 

6 | Q Who owned MJL Enterprises, you or Gulf & Western? 

7 A In the sense that you just read from that transac- 

8 tion with Bushee, that was me. 

9 In the ser3e that this is written down on this 

10 piece of paper, that is what could be with Gulf & Western. 

11 This was -- this is nothing but some doodiing, 

12 | Mr. Stein, that I have-- I have done this and y u can look 

13 through other pirts of these records that have been sub- 

l4 | mitted. There ave many charts. 

be | Q Mr. . wlor, MJL Enterprises stands for Matthew 

16 | ¥. Lawlor, coes it not? | 

17 | That's right. 

18 | Q And you were MJL Enterprises, according to your | 

19 | depositisn testimony? 

20 A That is right. 

21 Q Is that correct? | 
| 

22 A That's exactly right. | 

23 Q Now on this chart, it shows MJL Enterprises under 

2A the Mark Group? 

25 A No. It shows MJL Fnterprises on the top of the 
| 
| 
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page. 
Q 


A 


Q 


deposition testimony to the effect tht 
Enterpris 


that shows MJL Enterprises as 


A 


would concur that this is the rout» ve 


cold have called that MIL, he could 


Company. 
Q 
the Mark 


A 


Lawlor's 


Q 


Group has 
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Over the Mark Group. Excuse 2, 


Right. 


You don't see any inconsitency between your 


you wer> MJL 


es and an organizational chart that: you prepared 


being over the Mark Group? 
I don't see any hecause when Mr. Judelson and I 


were going, he 


called it the xyz 


9 ~ 4 
lave 


Wasn't it a fact that MJL Enterprises was to own 


Group? 


No. Never. Never. No way. Not MJL, Matthew 


MJL Enterprises. 
Would you please explain the chart where the Mark 


an arrow leading from it where it appears under- 


neath the MJL Enterprises? 


A 


Q 


Explain the arrow leading? 


Explain the references to the chart where you 


show that the Mark Group is under MJL Enterprises and the 


j 


arrow is drawn from one company to the other. 

A I was trying to indicate here - there is one 
arrow going up to a box called MJL Enterprises. The 
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2 | understanding here is that there could have been lines 
3 1 started all the way across and would have to report to 
4 something which Gulf & Western would decide. This is the 


er ty that will have all of this under it and at that 


wu 


put; Mr. Gaston, Mr. Judelson and Mr. Bluhdorn,as being 


6 point, I would have then put the three names that I normally 
the top box in that corporate structure. 


Q And the entity that you refer to, ‘ir. Lawlor, 


10 tuat entity was MJL Enterprises, is that correct? 

11 A On this particular page, yes. Yes. 

12 Q So when you drew this chart, MJL Enterprises was 
13 | your company, is that correct? 


14 A When I drew the chart, I had used the term MJL 


Enterprises on my income tax; not with respect to what it 


means in this chart. 


17 | MR. STEIN: JI offer the chart into evidence, 


your Honor. The chart is Gulf & Western Exhibit 5 in 


evidence, 


(Defendant Gulf & Western Exhibit 5 received 


in evidence.) 


22 (9) Mr. Lawlor, you testified this morning on direct 


examination that you attended a meeting on April 26, 1973, 


in the Gulf & Western building, at which Messrs. Judelson, 


Davis, Jones and McAward were present. 
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DO you recall your testimony? 


A Yes. 


0 Do you recall telling Mr. Judelson at that meeting 


that you offered the presidency of the Mark Group to Richard 


Boester, Gulf & Western's then personnel director, who re- 
ported to you? 

A I'm not sure of the words. I know the transcript 
would have what I said, I am sure. 

Q I show you a copy of the transcript. 

I direct your attention to page 6 of the tran- 
script. 

MR. STEIN: uat is Plaintiff's Exhibit 17, for 
the record, 

A Yes, I discussed that with him, yes. 

Q You told mr. Judelson that you offered Boester 
the presidency of the Mark Group? 

A I used the word "presidency" here and before I 
used the word-- in talking to Dick, I know I talked to 
him about working with the Mark Group, yes. 

Q The question is, did you tell Mr. Judelson that 
you offered Mr. Boester the presidency of the Mark Group? 

A If I see by the words here that I did say that. 

Q On April 26, 1973, or before that time when the 


Offer was made, did you consider yourself in authority to 
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offer Boester,a Gulf & Western employee, employment with 
another company known as the Mark Group? 

A We are taking things out of time. 

He was en amployee of Gulf & Western that I was 
told specifically to find other employment for, so I was 
not looking at Dick Boester as an employee of Gulf & 
Western at that time. 

Q You were -- 

A This was-- if this were carried forward, it would 
havesaid, if -- I said up above here, that "You had dis-~ 
cussed with me getting rid of Dick Boester, and at that 
fime I talked to him about what might be done." 

Q Getting rid of Dick Roester means getting him 
Out of Gulf & Western where he then was? 

A Out of the company, out of the job he then had. 

Q By the way, Mr, Lawlor, was the Mar? Group part 
Of Gulf & Western's organization? 

A As far as I know, yes. 

Q So Mr. Judelson Sugcested to you that you get 
Mr. Boester out of Gulf & Western and you were going to 
get him out, weren't you, you were going to offer him the 
presidency of the Mark Group, is that correct? 

A It is not correct, Mr. Stein. 


Mr. Judelson and Mr. Bluhdorn and Mr. Gaston did 
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not want Mr. Boester in the position within Gulf & Wester: 
that he was in. And that_.was as director of personnel. 
And there were reasons that they gave that just were their 
Own reasons really. 

All I was trying to do was to have someone with 


his kind of background and talent be availabie,and once 
j 


he showed that the thing would fly, he would have been readil 


accepted. 
His concern was a question of how he related to 
other officers in the company. 

Q Did you ever tell Mr. Judelson that the way you 
were responding to his request to get Boester out of the 
company was to offer him the presidency of the Mark Group, 
acompany owned and operated by Gulf & Western, according 
to your testimony? 

A Well, I think if you go back in the transcript, 

I certainly told Mr. Judelson right at the outset when 


he said’ would I explain to him what the Mark Group was. 


I told him exactly what it was. 


Q That is not my question. 
A I em trying to answer it, Mr.Stein. 
Q Mz. Lawlor, I asked you if you ever told Mr. 


Judelson that the way you were responding to his request 


to get Boester out of the Gulf & Western orqanization was 
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i ARTA" 
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2 | by offering him the presidency of the Mark Group, a com- 
3 | pany which you say was to be owned and operated by Gulf & 
4 | Western? 
5 | Did you eve: 1 Mr. Judelson that? 
° 
6 | A No, he and Ivever talked about that. 
7 Q You didn't tell him that? 
8 A No. 
| 
9 @) Do you recall Mr. Judelson asking you at the 

10 meeting on April z6th whether any moneys paid to Mr. Boester 
1 | on his termination would be put into the Mark Grour to 
12 | help financ- it? 
13 | A There was discussion about it, yes. | 
4 fe) Do you recall that discussion? 
15 A I'd have to refresh my memory but there was dis- 

v 16 cussion. The question was asked because they had a copy 

: a a that paper from which apparently Jim was reading wher? 
18 T had made some notes on the bottom about severance. 
19 Q Do you recall answering Judelson's question by 
20 Saying, "I don't have any money to set up something like 
21 that, but it could be a good thing for you if you did it"? 
oe Wasn't the "you" Mr. Roester? ? 
23 A It could-- 
a Q Was it or wasn't it? 

25 A That I said it could be a good thing for him? 
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@) That's right, 
A I remember Saying that I thought-- 1 don't know 


about the words we ar talking about right now but I know 
what I said to Dick 1s that "Tr have to let YO. gO. You 
Probably will get severance pay. If you don't find another 
job, there is this Possibility to work with this group, 
However, J can't guarantee you any payment because I don't 


have anything to Pay you with," 


2) 


SO you Suggested to Mr. Boester that he take 
his severance pay and he invest it in the Mark Group? 

A No, I did not. No, I did not. That's *5y tt is 
being construed. All fr talked -- ang Dick in his testi- 
mony indicated that I never talked to him about investing 
his money in any group, but rather to try to figure out 
what it micht take him to live for a year, and his sever- | 
ance would Probably be - — because by this time, Mr, Stein, | 
as the top personnel officer, anybody that left that com- | 


Pany in an officer Capacity was Offered at least one year 


And I told him he could live on that basis. 
Q Mr. Lawlor, is it your testimony that you never 
Suggested to Mr. Boester that it would be a qood thing to 
have Mr, Poester invest his termination money in the Mark 


Group? 
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A Not that Way, no, sir, |] did not, 
Q Would you look at Page 7 of Plaintiff’. Exhibit 
17, the fourth line On the page; it Starts out "That you"... 


VO you see where | mean, Mr. Lawlor? 


A Yes, 

Q "That you" .- this is Mr, Judelson talking at | 

| 

the Meeting of April 26th, 1973 .- "that you had in mind 


that when Roester terminated, the termnin: tion money | 
would be put into Mark Group to help finance it and we 
would take a draw?" 

Mr. Lawlor answered: "T said to him that if -- 
When he was terminated, if there was that money, yes, 
I did Suggest" 

"Mr, Judelson: Did you Say to him that his 
termination weuld be put in there?" 

"Mr. Lawlor: No, I didn't Say his termination. 
That's his money," 

"Mr. Judelson: Right." 

"Mr. Lawlor: But I said that Dick-- just a | 
minute, al] that I was trying to do WaS say that if this 
is the route you want to &0, and you are terminated, then 
you've pot two Choices, Cither we Will try to find you 
a job somewhere" ... 


es Judelson: Right,' 
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2 "Mr. Lawlor: --or, I don't have any money to 
3 | set up something like that, but it could be a good thing 
4 | for you if you did it. Therefore, if you'd consider 
5 | putting that termination money in there, this would give 
6 | you the, uh, what you needed until you got going." 
7 | “tr, Judelson: You did tell that to Boester?" 
8 Ir. Lawlor: Sure." 
9 A Those are the words, that's right. 
10 Q Do you remember those words being spoken as 
ll between you and Mr. Judelson? 
12 | A I can read that they were sai’. I don't know the- 
13 whether -- I saw a lot of places where I started to say 
14 something and he moved into an interruption, but it goes 
15 back to the same statement I made to you, that { was talk- 
16 | ing about -- 
17 | Mr. Lawlor, I only asked you, did Mr. Judelson 
18 || make those statements to you and did you give those re- 
19 | sponses to Mr. Judelson on April 26,1973? 
20 A Mr. Judelson apparently made those statements to 
21 | me. They are here on page 7, 
22 | Q Did you give those answers? 
3 \ And the response I gave is here in those words. 
24 | Q You admitted to Mr. Judelson at the meeting that 
25 | you suggested to Boester that it would be "a guood thing" 
| SOUTHERN CISL FICS COURT REPORTERS. U.S. COURTHOUSE 
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for Boester to invest his termination money in the Mark 


Group? 
A Well, now we are into semantics. 
Q Did you or didn't you? 
A The words that you are using are not the words 
that -- is not the intent that I had. 
Q I am only looking at the transcript, Plaintiff's 
Exhibit 17, that your counsel s¢fered in evidence, 
A I understand, Mr. Stein. I had no idea there | 


was a transcript 2f this being made. I have no way of 
knowing. 
Q That is not my question, Mr. Lawlor. 

I am only asking you if you can recall stating 
to Mr. Judelson at that meeting that you suggested to 
Boester that it would "be a good thing" for Roester to 
invest his termination money in the Mark Group. 

A The words I said, "Therefore, if you consider 
putt’ ng your termination money" -- 


THE COURT: Doesn't the transcript speak for 


itseif{? It is in evidence. 
What do you want him to do, say it is wrong? 
MR. STEIN: Your Honor, I appreciate that. 
Q Would you explain why you asked Mr. Boester to 


make an investment in the Mark Group which was a wholly 
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owned subsidiary of Gulf & Western according to your di- 
rect testimony? 

A I would he glad to explain for the third time 
that I did not ask him to make an investment in that com- 
pany. No way. These w 14s, you have to remember I was 
sitting in a room full of people. I can't be sure of 
every word and how I phrased it, but Dick Boester -- and 
you have a deposition from him, and if need be, he would 
be a witness-- will tell you that I never talked to him 
about investment, 

I talked -- 


MR. STEIN:. Your Honor, I move that the wit- 


ness' response be stricken as unresponsive to the question. 


THE COURT: Yes, strike it out), 
Q Mr. Lawlor, in April of 1973, were you satis- 
fied with your position at Gulf §& W«stern prior to the 


da: you were terminated? 


A Rasically, yes. 

Q Did you want to leave Gulf & Western at that 
time? 

A Not for any specific reason, no. 

Q Was it your intention as of April of 1973 to 


£ 


continue at Gulf §& Western as Vice President of Employee 
I 


Relations and to, among other things, oversee the 
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2 operations of the Mark Group? | 
3 A Yes. 
4 Q Mr. Lawlor, do you recognize the name Jerry 
5 Lestey? | 
6 A Yes. 
7 Q Who is Jerry Lestey? 
8 A That was a name that Bill McDermott would sign 
9 some letters to when he would send it to a company so 
10 | there would be no identification with Gulf § Western. 
11 Q McDermott would write a letter on the Mark 
12 | Group letterhead, wouldn't he? 
13 A That's right. 
14 Q And Mr. Lestey did not exist, he was a fictitious 
15 || character, wasn't he? | 
16 A Me. Lestey was merely a name that was used Te) 
17 thet it would not -- | 
18 Q He was a fictitious character? | 
19 | A You could categorize him as that. There is no | 
20 | such person. 
21 Q There is no such person. 
22 Would you look at Exhibit 16, Defendant Gulf & 
23 Western Exhibit 16, letter dated April 9, 1973; that is 
24 a letter from Jerry Lestey to Theodore F, Brophy, the 
25 president of Gencral Telephone §& Electronics Corporation, | 
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A Yes. 

Q Do you recognize the letter, Mr. Lawlor? 

A Yes. 

Q Mr. Lawlor, at the time that that letter was 


written, were you a Vice President in charge of Labor 
Relations and Personnel at the corporate level of a major 
multi-diversified company? 

A Yes, I was. 

Q And had you recently been called to Washington 
to discuss an Under Secretary of Labor opening? 

A Yes, I had. 

Q And were you in your mid-forties with bachelor 
and master's degrees from prestigious colleges, happily 
married, the father of two children, and a veteran of 
the United States Marine Corps? 

A Yes, I was. 

Q Was not the biographic data set out in the 
Lestey letter your own biographic data? 

A Yes, it was. 

Q Would you agree that the person described in 
Exhibit 16 was seeking employment with Gencral Telephone 
f, Electronics in April of 1973? 


A No, I would not. 
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2 | Q You were not seeking employment? 

3 | A No, I was not.. 

4 | Q Jerry Lestey was not writing a letter on your 

5 || behalf to GT&E? 

6 | A lle was writing a letter on behalf of the Mark | 
7 Group to Mr. Brophy. 
8 Q And theperson described in that letter of 

3 the Mark Group was: some fictitious person and not Matthew | 
10 | J. Lawlor, is that correct? 
ll | A The person that was described in this letter is | 
12 | the person or type of person that would be able to fill | 
13 a position that it was felt was very necessary for General | 
14 | Tel & Tel, and all we were doing -- all Bill did with 
15 this was to use my background to show him the type of 
16 | person tht we felt we could come up with to get him the | 
17 right man for that job. 

18 ‘In the mesrtime he found somebody from Genera] 

19 Electric who fit that description beautifully. 
20 | 8) You mean to tell me, Mr. Lawlor, that this | 
21 letter to Mr. Brophy describing you was not an attempt 
22 to find out if Mr. Brophy was interested in hiring the 
23 person described in this letter for GT&E's company? 
aA A We were trying to find out if Mr. hrophy was | 
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particular position because there was no such position 


at GT&E. 


Q And that peryson described was you, “r. Lawlor, 
wasn't it? 

A The person that was used as the resume was me, 
yes, Sir. 


Q Mr. Lawlor, wasn't the Mark Group organized with 


a view towards its independence from Gulf & Western? 


A Not while I had anything to do with it, no, sir. 
Q It was not to be independent? 

\ No, $1Y. 

QQ Was it supposed to have its own stationery? 

A Independent in the sense of independent oper- 


ATION. 


Q Did the stationery say The Mark Group, a divi- 


sion of, or a subsidiary of? 


A No, it did not. That would have destroyed the 


purpose of the Mark Group. 


Q So that when a letter or a resuine went out on 


a Mark Group letterhead, it didn't disclose that it was 
part of Gulf & Western, did it? 

A Exactly right for that purpose. 

Q You were planning to operate the Mark Group as 


a division or a subsidiary 0o f Gulf & Western? 
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A That's exactly right. As we did with Manape- 


ment Resources. 


Q Let me ask you this. If you planned to operate | 
the Mark Group as a division of Gulf & Western, why were 
you seeking employment at GT 4 E through your subordinate, 
Mr. McDermott, alias Jerry Lestey, a fictitious person 
that never existed? 
A I told you in the deposition and I told you again 
today I was not seeking employment with GT&E. 
MR. STEIN: I offer Gulf & Western Exhibit 16 
in evidence, 
(Defendant Gulf & Western Exhibit 16 received 


in evidence.) 


Q Mr. Lawlor, in your complaint in this case, the 
first cause of action, you allege that Martin S. Davis, | 
Senior Vice ;’resident of Gulf §& Western, stated to 
Cynthia A. Billings, a defendant in this case or other 
employees of Gallagher's, that you had extracted fees from 


Gulf & Western for placement of executives with Gulf and 


that such statement was defamatory. 
Do you recall making that allegation in your 


complaint? 


A Yes, I do. 
Q) Mr. Lawlor, do you recall testifying in this 
' 
| 
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case in May of 1974 where you te-tified that the reason 
j 
you alleged that Davis pave this information to Gallagher's 
was because the only persons having information about what 
happened in the room on April 26, 1973, were Judelson, | 
Jones, McAward, and Davis, and of those Only Davis would | 
have reason to be"vindictive' to you? 
s 

A I believe I said that, yes. 

() And you testified this morning about a whole | 
incident about a man by the name of Judge. 

A Right . 

0 That was the basis of your allegation, was it 

| 

not, that Davis was the person that gave the information 
to Gallagher's? | 

A That was me instance of trying to show vindictive- 
ness, yes. 

Q Mr. Lawlor, during your deposition, when you 

. ° ee P ° -) 

described the Judge incident for the first time, you 
recall that description that you gave me? 

A best I can, I tried to relate the whole 
Story to yo. yes, 

2) asked you at pave 123 of your deposition this 
question, line 21: 

ah, you have any other information or facts to 
Support the claim that Mr. Davis went to Billings with 
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information adverse about you?" 

After your lawyer objected and there was some 
colloquy, I go on, and you say at page 126: 

"Q You gave us an answer concerning the information 
that you have that it was Davis who went to Billings with 
information adverse concerning you, and I have asked you 
wnether in addition to this episode involving Mr. Judge, 
you know of any otherreason that Mr. Davis would have to 
publish information that is adverse concerning you." 

"A As far as specific,what do you call them, con- 
frontations, is that the word, there were various times 
throughout the course of employment after Davis came up 
to Ileadquarters wherein he and I found ourselves on op- 


posite sides of the fence." 


A Right. 

Q Do you recall giving that testimony? 

A Yes; L-do« 

Q Now I ask you, Mr. Lawlor, what information do 


you have that Martin Davis ever went to Billings or any 
other Gallagher employee with information adverse about 
you? 

A [ helieve in my complaint I stated it was my 
best belicf, and I had stated it in the complaint or in 
and went through 


the interrogatory, whichever was which 
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{} been Mr. 
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A 


their 


that 


was 


| Q 
| 


it was 


A 


i concerning 


have 


of e 


who 


didn't 


Gallagher's with 


I believe I said that when this case got further 


sources, 


Lawlor-cross 


limination as 


would 


know 


your 


that this 


where he 


to 


fit 


belief. 


how it must have been 
Davis, and I ask you 
that it was in fact 


in that deposition, 


What 


gone forward, what 


Davis 


information 


do 


sit here on this day at this 


who 


have reason to 


You 


right now, 


as |] 


you 


information do 


ime 


or 


Mr. 


was 


have 


into i 


rec 


have 


you 


in 


wh y 


in t 


gon 


Gc. MSs 


testifed 


this morning on direct examination about your 


all. 


now 


have 


this 


hat 


et 


as a result of any past run-ins with myself. 
y ) 


it might 
what 
Davis that 


information adverse to you? 


would then probably 


the 


now as 


courtroom 


Davis 


at 


come 
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o billings 


And I think 


I went right through and eliminated some people, and then 


came to the conclusion that except for a Mr. McAward, 


ceTt- 


\} tainly would be the one in the room who could do it. 


Mr. Lawlor, you testified at length in your 


t length 
belief 


have 


information 


went to 


down the road and the Gallagher people were to present 


case has 


you 


that 


that went to Gallagher with information ad- 


verse about you? 


Mr. Stein, I can only tell you that because of 
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the way that that was written in that Gallagher Report 

and what was in there and the people that were in that 
room, and then for me to ge back and search my mind as 

to why anybody would be vindictive enough to do that, I 

can only tell you that T then had to go back over the vari- 
ous situations that occurred between Davis and myself, 

and I concluded that's the one that did it. 


That is my basis for why I said that. 


() That is your sworr testimeny; Davis did it. 
| 
A Yes, as far as I know. 
Q And on what do you base that testimony, what 
facts? | 
A On all of the things that I have told you to | 


date. I am not a soothsayer. I can't be sure of any -- 


Q The fact is you don't know whether ‘t was Mr. 


Davis; you think it may be Mr. Davis, is that right? 

A I allege it was Mr. Davis. 

() You have alleged it. Now support it, Mr.Lawlor. 
Was it or wasn't it? 

A I have tried to support it by telling you the 
various reasons why I feel he did it plus the fact that 
Miss Billings told me it was someone so high up in Gulf 
f Western I could never miss who it was, and on that point 


there could only be someone that high up that would be that 
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Vindictive would be Martin Davis. 


3 Q 


And that is the basis for your allegation? 


4 Is that correct? 


» 


A I believe that is right, sir. Yes 


6 Q After the meeting with Judelson on 26th 


of 


April, 1973, did you have occasion to relate what happened 
| 


i at that meeting, including the statements Judelson made 


to you? 


Did I relate any of this? 


ll | Q Did you discuss it with anybody? 
] 
‘ | ° ° ; . ° 
12 || A I think I mentioned to you that the night after 
I 
3 || that -- the night that that had occurred, I stopped 
14 by Pill McDermott's house because I was concerned when 
/ > 
15 || I heard that he hdd been fired. | 
| 
» | . - , } 
16 i 0) You told Mr. McDermott about what happened in- | 
i 
7 | Side that room? 
| ' 
| 
18 | A I don't believe that ' went into any great length. 
i 
19 || I believe I told you that Rill told me -- I asked him 
on Hl RA hi ! 
20 | primarily what happened to him; and that's about the 
| 
} ' 
21 | sense of it. 
ee Q Did you have occasion to discuss what happened 
1 
23 in that room on April 26, 1973, with McDermott? 
2A | A Not in its enti.cty, no. 
25 Q Did you discuss any of the statements that 
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Judcelson made to you on April 26. 1973, with McDe 


A That Judelson made to me that day? 
MR. STOLZAR: Can you fix a time? 
Q Did you at any time after April 26, 


with Mr. McDermott what Judelson said to you 
mecrting? 


A I believe that I had discussed with 


Q You did tell McDermott what Judelson 


you, didn't you? 


A At some point later, yes. 
Q You told him, didn't you? 
A Right. 


You told McDermott's wife, too, didn 


A No, I did not. 
Q Was she there when you told NcDermot 
A I believe my wife ard Mrs. “cDermott 


of the room when I was talking with Pill 


0) You never discussed with McDermott wh: 


on April 26, 1973, what happened in front of 
Mr. McDermott's wife? 

A Not to my knowledge, no. 

Q Did you tell any otherpeople other t 


McDermott? 
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believe at some point in 


it had jappened, 


\ 


-lson made to you on April 26, 
I don't know that I told i! 
son made. I told him about 
r with Gulf & Western. 

Yeu told him what happened in 
Yes. Whether I referred to 


tho else? 
Just explaining what had 
tho else uid you tell? 


A 


As far as I know that's -- 


tis 


Did you ever tell Mr. Bushee? 


sid I tell him I was no longer with Gu 


Did you tell Mr. Bushee auy 


know, 


All right: 


So you told Mr. 


McDermott. 


flow about Gene Girden; did 


Yes, I did. 


Biondi, you 


the fact 


' 


told Mr. 


you ti 


Anybody else other than your 
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i| 
2 |l ‘ 
> 5 A Well, two of the people you are talking about, 
3 I} : : wid 
7 I talked to them in terms of them as lawyers. Girden 
i! 
| ; 
4 } and ~Riondi. I was at that point looking to deter.ine 
| 
5 | : , 
7 a what to do about this thing. 
| 
6 1] ‘ . . ‘ 
. a Q Mr. Lawlor, you claim in your complaint, as a 
i : 
tJ i c ' } } ; ») 
result of Judelson's alleged statements at the April 26, 
8 | ae : , é : ; 
1973 meeting, you have been damaged in the sum of $2 million 
9 || 
: HI A os; 
| 
10 1 a | \ Pe | ; } o > 
| Q How did what Mr. Judelson Said in that meeting 
li | e 5 . . 
Ys room on April 26, 1973, as alleged in your complaint, lead 
i 
12 || $2 million? 
you to conclude t you were damaged by $2 million? 
| 
| 
. 2 : . ; * , : 
aan | A ir, Stein, I can only tell you that in this 
i 
14 jj : - . . , 
i period of time that I have been unable to find employment, 
15 and for whatever reason people are aware through the 
6 || , ; 
16 | Gallagher Report, and also through some way of the getting 
! 
7 from that meeting to the Gallagher Report, and also from 
18 
” oF the fact that there were Statements made to employees 
| , 
t | ‘ , 
19 | throughout the building on the 27th, and what have you -- 
20 the 27th, which was the day after, to the vice presidents, 
9) ° . - ‘ 
21 | which I believe was on the following Monday. 
22 tt T L- 4 } } s 
i a) f! am talking about the statements made in the 
| meeting room, that is the subject of the alleged slander 
a II P ‘ ng 
” Ht in this case, the statements that Mr. Judelson made to 
25 ° - - ~ fe . 
em you in front of the other Corporate officials and agents. 


| 
| 
| 
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Hlow did 


those statements lead you to 
that you had been damaped by $2 million? 


A It led me to conclude, and of course 


look beck, Mr. Stein, to April 26, PIES. ani 7 


from that point on 


Or people parroting to me. 


Q Mr. Lawlor, I udnerstand that and | 


testimony this morning, 


af 


IR. STOLZAR: 


If your Ilonor please, 


the witness should be allowed to finish hi 


S an 


THE COURT: Yes, I think so. Let him 


A And what I was trying to conclude and 


for my comment there is that these 


statements 


made by Judelson in that meeting were not the 


it was the basis apparently of some investigat 


I didn't realize what the full scope 


meeting was all about. Ile just almost refused 


to anything I had to Say. Ile had already made 


mind that everything was wrongs, and on the bas 


I concluded 


that when he then met with my pec 
next day and told them that I had been -- |] 
and Mr. McDermott had been terminated as ar 


kickbacks, I put all this together, I can 


} 
Onriy 


that this was done w ith some malic iousness, 
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heard 


I can only 


know that 


» I have run into nothing but resistance 


your 


I think 


Sswer., 
answer. 
the basis 

tha t were 


Truth, ad 


ion. 
of that 
to listen 


his 


up 


esult of 


conclude 


and then 


to 


a | 
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13 


14 
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once 
Gulf & has 


called Western 


refererce whatsoever,so I 


it went out to the general] 
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public 


been able to 


put that all 


a ’ 2 
“y 
247A 
123 
no one who has 
get any kind of a 


toreether. 


That's all I can conclude. 

MR. STEIN: Your Honor, I respectfully move that 
the answer be stricken as non-responsive. 

THE COURT: No, I think it is. I think your 
question, as most of them are, was wide open. 

a I am trying to find out, Mr. Lawlor, }ow Judelson's 
stat~ment on April 26, 1973, led you to conclude that you 
had been damaged in the sum of $2 million? 

A And I have given you my answer to that, Mr. 
Stein. I will embellish it if you wish. 

Q In your ansewr, you referred to something that 
happened on April 27, 1973. 

A The 26th, the 27th, and the meeting thereafter. 
This is all a part of one total picture. 

Q So when you computed your damage of $2 million, 
you had in mind more than Judelson's statement on April 
26, 1973? 

A When I computed the $2 million claim, Mr. Stein, 
all I was thinking about is $100,000 a year executive, 
who had at least 20 more years of working life, who had 
an exemplary record until that very moment in time, and 


up 
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| | | 
2 | I found that I was unable to have people even when they | 
<a ' ts 
3 | read my resume and said, "You have what we want, come 
I 
4 | forward then because of this cloud hanping over me. 
| 
i| 
a || Yes, I concluded that could be $2 million. 
i] 
| 
wae . P 
° Q And you concluded that Judelson's statement in 
| | 
. oe that room on April 26, 1973 damaged you in the sum of | 
| 
3 | 
$2 million? 
9 || = 
1 A Yes, I do. 
! 
10 |] Q Can you tell me how you calculate the claim at 
i 
11 || $2 million? 
\ ‘ 
| 
> |i : , : = : = 
12 | A I think I took the-- I think I just did it for 
i 
3 || you in the past answer, didn't I? 
i 
; | | 
aa THE COURT: No; in arithmetic. low do you 
i} 
i} | 
IS | calculate it? 
16 | THE WITNESS: I'm sorry, Judge. 
| 
! 
Mv | 1 calculated the earnings that I was making, | 
1] | 
18 the-potential earnings that I would have over the next 
1] 
1} 
i} 
19 || 20 years, the fact that I had a 20-year working life 
20 || ahead of me, and when you add that up, it seems to me 
‘ 1] 
,) | : , ’ 
21 || it comes out pretty close to $2 million. } 
it 
| 
99 sO ica . ‘ , : 
ad | () You mentioned in your testimony something to 
9 | . * 4 ‘ ~ ° 
m the effect of $109,000 a year for 20 years equals $2 mil- 
i 
9, | B » : . 
“A | lion; is that correct? 
95 | : vr : 
“) | A What os 2 add: == F200 (007 = 


SOUTHERN OIS 
FOLEY 


»QUARE, NEW YORK, N.Y. 


hICYT COURT REPORTERS, U.S. COURTHOUSE 
CoO 7-48860 


6 


10 


ll 


12 


— 
~ 


i) 
wa 


t 


. 
mpbimp 35 Lawlor-cross LA9A yg. 
Q Mr. Lawlor, 2X equals $2 mil lion is $100,000, 
ls that correct? 
A ‘Ir. Stein, I am trying to do some mental arith- 


metic up here. $199,000 in 20 years, okay, vould be how 
much? 
() It is your complaint, Mr. Lawlor, 
A Well, I sat down and Calculated it with my 
attorneys, 
THE COURT: Oh, come on, I can read and [I 


can do arithmetic. 


() Mr. Lawlor, did you ever earn $100,900 a year? 
A Pardon? 

Q Did you «ver earn a Salary of $100,000 a year? 
A ! have heen Sitting here this morning and went 


Over W.at amourits to about $100,000 for that last year. 
Q You told me you fot a salary of $60,000 in your 
last year at Gulf ¢& Western, is that correct? 
A That is Correct, yes 
() Would you explain to me how you have a claim of 


$190,000 a year for 20 years if the most you ever earned 


c 


from Gulf & Western Was a salary of $60,000? 
A That's not what I said this morning. I said that 
I had a hase Salary of $60,000, That I had all kinds of 


other embellishments, and when you add them al] torcther, 
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and | didn't sit down this morning and try *°o ~ put if 
someone kept notes, J am sure they are all there with 
respect to the car, the apartment, the profit-sharing 
plan, the loss of all the options ,and the insurance and 
the other benefits that I had, you figure that out. It 


ight about, ! said, somewhere between §95,900 


and $100,000, and there is an escalation for the next 


Q “ir, Bluhdern is the Chief Executive officer of 
Gulf 4 Western, isn't he? 

A Yes, he 15- 

Q ie sets the policy for the company» doesn't he? 
ie sets the policies cenerally 0} the company, isn't that 
correct 

A Yes. 

Q) And those nolicies at© implemented by people 
thatwork under him, isn't that correct? 

A That's right. 

Q That being wr, Judelson, Mr. Davis and other 


executives, isn't that ft ight? 
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Q And when he sets a policy such as a 


interest policy or it is promulgated under his 


they implement it, isn't that correct? 


A Probably that is correct, yes. 


9) So if they take any action implementing a policy 


of his, they are doing it in his name and under his 


thority, isn't that right? 


A [ have no idea how much of this was 


with Mr. Bluhdorn. { don't know. 


conflict 


c-4 
152. n 


A 


approval, 


discussed 


() I am asking you some general questions. 


Would you please respond? When someone 


A In the normal course of corporate life 


that is correct. 


Q That is correct, isn't it? 
na Right. 
8) Right. So when someone says in a report 


the Chairman of the Board was forced to oust 


Lawlor after discovery of questionable practice: 


that 


Matthew 


would be somebody that acted on behalf of the 


of the Board, right? Isn't that correct? 
Do you understand what I am saying? 
Withdraw the question. 


[sn't it true then that when there 


1s 
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a 


that 


Chairman 


report 


of- 


au- 


~~) 
> 


that Gulf §& Western Industries' Chairman was forced to 
oust Matthew Lawlor two weeks aro after discovery of 
questionable practices by Lawlor as VP,Public Relations, 
that that is an accurate statement concerning policies or 
actions taken on behalf of employees pursuant to authority 
and direction siven by the Chairman of the Poard; isn't 
that correct? 


it was the 


cr 


A With respect to your comment tha 


Chairman of the %oard and anything that came out of this 


Was a reflection of his Carrying out of his policy? 
() Correct. Isn't that right? 
A Well, I want to make sure [ understand what I 


am saying yes or no to. 


Pe) 


‘hat is the question, 


~ 
- 


‘hat porcion that relates to the Chairman and 


his relationship to other people in the company may well 


Q All right. 

A Not the statement as I read it. 

Q All right. 

“OW, at the time you had the meeting with 
Mr. Judelson on April 26th, weren't you accused of con- 
flict of interest? 


A ‘Mr. Judelson used the word “gross” conflict of 
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interest. Yes. 
Q Weren't you accused of other activities such as 


permitting this Biff Williams, that you testified to, of 
using the hotel rooms without the knowledge or consent of 
anyone higher than yourself in Gulf & Western? 

A I was asked the question whether or not I had 


allowed him to use the room, yes. 


Q Weren't you criticized for that? 

A You mean did Mr. Judelson lecture on that? 

Q Yes. 

A I believe he did, yes. 

Q) And isn't that a questionable practice,in your 
mind? 

A It was not at all in my mind or I never would 
have done it. 

Q Weren't you accused of questionable practices by 
Mr. Judelson at that meeting? You were accused of 


questionable practices by Mr. Judelson, weren't you? 
A Obviously I guess the purpose of that meeting- - 


I don't know what the purpose of the meeting was. I guess 


I was accused, yes. 

2) At the time you were a vice president for employee 
relations? 

A Yes, I testified to that. 
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So then this statement, the first sentence in 


the Gallaher Presidents Report "Gulf & Wester 


Chairman forced to oust Matthew Lawlor two wee 


n In 


aS a 


dustries' 


£0 


after discévery of questionable practices by Lawlor as 


ur 


as to the reasons given for your discharge, is 


correct? 


+ le 


A I would like to know who pave those reaso 
to whether I would say they are true or not. 

Q) Didn't Mr. Judelson say you were being di 
for questionable practices? 

A Did Mr. Judelson state to me, Mr. &cine 


to whom? 
Q To you, sir. To you, sir. 
A What went out in that mecting I would 


reading in a Gallagher Renort, 


Q Did Mr. Judelson say that you were bei 


Charged because of questionable practices? 


A No, he did not. No, he did not. 


Q Did he say you were being discharged 


conflict of interest? 
No, he did not. 


Those words were never used? 
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| A cae ° 
2 | A lle mentioned conflict of interest to me, he 
| | 
| | 
3 mentioned many other things. Ne asked me questions about 
| 
i] ‘rf ° . | 
4 | different things that occurred, which I think the tran- 
| 
» in ; ' ; 
2 jj script will show I tried to answer every one of then. 
| 
6 | At one point I resigned then. 
, | Q Now you have given some testimony concerning this 
| Mark Group. | 
9 |] At any time prior to April 26, 1973, did you 
10 | speak to Mr. Judelson about an entity called the Mark 
11 |} Group? Did you use those words to him? 
i 
| 
12 || A The Mark Group per se.I did not use those words. 
13 | Q You did not? 
| | 
14 l ! . } 
Hl \ NO, SET. 
| 
15 || Q I show you a de-ument that's been marked Defend- | 
| ss / } 
+ iT] ° . . . "ree . 
16 | ant's Exhibit 28. It is on the letterhead of C.William 
| 
> ° ° - 
17 i McDermott, it is to Mr. John P. Lomenzo, Secretary of 
| 
| . . - ’ | 
18 |; state of the State of New York. 
19 | llave you ever seen this document !efore and the 
| 
20 |i attachments thereto? | 
a. 6h A Yes, I have seen this. | 
" | P . ° ® ‘ . 
22 || 0) Was this letter written by Mr. McJvJermott in | 
| 
23 | his capacity as a member of the Mark Group? 
} 
aA | A It: was written in his Capacity as a manager of 
25 | manpower planning for the corporation, 
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Q) Was he writing on behalf of the Mar} Group? 

A In that particular sense he was writing with 
respect to a question about the Mark Group, yes. 

Q what was he inquiring about of the secretary of 
State? 

A As I indicated this morning, we had trouble with 


the word Management Resources and we found out that there 


was in fact in the State of New York and in the State of 


Connecticut a firm by the name of Management Kesources 
that was incorporated. 
( Isn't it true he was writing to the Secretary 


of State to see about incorporating the Mar} Group? 
A No, it was not. 
Q I draw your attenticn to the second page of this 


exhibit and I ask you again, wasn't Mr. McDermott writing 


to the Secretary of State concerning the incorporation 
of the Mark Group? 

A lle was writing to the Secretary of State to find 
out if there was such a name that was alreacy incorporated 
under the laws of the State of New York. 

MR. REINER: I offer this in evidence 
THE COURT: Received. 
(Defendant Gallagher Presidents sport Exhibit 


28 received in evidence.) 
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() I show you a document that 's been marked De- 


tendant's Exhibit 29 for identification on the letterhe. 
of the Mark Group addressed to Mr. Frank H. Syer, Presi- 


dent, California Time Petroleum, Inc., and signed by 


Steven C. Markham, and ask you, have you ever secn this 


before? 
A l have never seen this letter before. 
Q You have never seen that letter before? 
A No. Let me see that -- 
Q liave you ever seen the second page? 
A All right,now you have refreshed my recollection, 


I have -- 


Q Speak up so the judge can hear you. 
A I have never seen these particular letters but 


I know exactly what they are all about, 

Q In fact, did Mr. Markham refer to you as President 
of the Mark Group? 

A In that letter it seems as though he did, yes. 

Q When he was writing to Mr. Seyer, President of 
California Time Petroleum, Inc., he was referring to you 
as President of the Mark Group, is that correct? 

A I believe that is right, yes. 

MR. REINER: May that be received in evidence. 


THE COURT: Received. 
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i - a 

an | (Defendant Exhibit “9 rece:vee IF evidence.) 
if 

| 

3 ) sn't it true that you held out the Mark Group 


to be a corporation? Isn't it true that people that 


5 worked for the Mark Group held it out to be a corporation? 
i | 
| A Not to my knowledge. 


c 


| 
7 () Isn't it true that people tried to mislead other 
| 


people into thinkir” - strike that. 


: | [Isn't it true that people who were employed with 
i} 
10 the Mark Group tried to mislead other people into think- 
ll | ing it was a corporation? 
\} 
12 |} A No, we never referred to it as a corporation at 
| 
3 aii. 
14 |} Q You were referred to as the President, weren't 
15 || you, of that Mark Group? 
! 
16 || A It was a term that Steve apparently used in that 
iH} 
| 
\7 letter, ‘Mr. Reiner. I didn't instruct him on how to 
i 
18 | write the letter. 
\ 
1} 
\| ; ’ : ‘ 
9 || () Can you tell me why the Mark Group s ban! ac- 
20 | count was opened in your home town in Stamford rather than 
\| 
1} . 
21 ! in New York City? 
ie me Sah 
22 ] A Yes, very easily. 
| 
23 | Q Way was it in Stamford where you make your res} 
1 
| 


2A | dence rather than New York City where Gulf & Western has 
| 
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A Because the Union Trust Bank on Elm street is 
right there at the railroad station where ?*. McDermott 
caught e train to go to and from work. It was the 
most convenient place to put it. That was the whole 
point right there. 
9) And wasthe bank account for the Mark Group opened 


in Connecticut so that no one in New York City would know 
of its existence with the banking authorities of New York? 

A No, sir, never even thought about it. 

Q Was there any sharing of a fee with a man named 
Zetlin for the placing of anyone who was an employee of 
Gulf & Western with an outside company? 

A Yes, I testified this morning that Mr. Biondi 


was placed with Raybestos Manhattan, 


Q And a fee went to Mr. Zetlin, isn't that Yisnt? 
A Raybestos Manhattan, right. 

Q For the placing of Mr. Riondi, is that right? 

A That's. rignt: 

Q Mr. Biondi is the man who did the taxes tor 


you, is that right? 


A That's right. 
Q “ir, Biondi was the man who took the money for 


you after you were discharged by Gulf @ Western and held 


it in trust, isn't that right? 
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2 | A That's right. 
ti 
3 | Q And you got a job for him, right? 
! 
7 4 | A Lee Zetlin got a job for him. 
i 
5 | Q Lee Zetlin got a job for him? 
aa A Yes.;.-Str. 
lod | e ° . . 
ef Q And you paid him a fee, is that rient? 
| 
| 
8 | A Who paid him a fee? 
| 
| 
9 | () The Mark Group paid hima fee? 
I} 
10 | A [t did not. 
4 Q Shared that fee, did it not? 
| 
9 | , ; ; 
12 | A The Mark Group,acting at my request after Mr. 
\| 
3 jj Ritthaller, who was Mr. Biondi's boss, told me to get rid | 
| | 
4 |] of Mr. Biondi, in the way where it would be the least 
1 
15 |] sensitive because of his conversant knowledge of all the 
1 ° ° 
16 || tax matters of Gulf §& Western, ! started to let Mr. Riondi’s 
! 
i 
| name be known to any one of my acquaintances who would 
18 |i have any need for a tax man. 
' hice 
19 In this business, it is very common to have some- 
| / 
20 || one hired away rather than having a confrontation and that 
ae || is exactly what was done here. 
| 
22 | Q Did anyone senior to you in management at Gulf 
23 § Western authorize the payment of any money to Lee Zetlin 
é/ 4 ¢ 
aA | for the placing of Mr. Biondi? 
25 A No one paid any money to “Nr. Zetlin for the 
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fer. Biondi. 


A fee was shared, was it not? 


The fee was paid by Raybestos Manhatt 


Mr. Zetlin-- 

What was the total fee that was paid? 
MR. STOLZAR: If your Ilonor please, 
ss be allowed to answer? 

THE COURT: Yes, I think so. 

MR. REINER: Pardon me, your Ilonor. 
Mr. Reiner, let me explain that part 
Mr. Zetlin was a representative of a 
ticut. Okay? Mr. Zetlin did a gre 


Gulf §& Western in their tax departmen 


Ae 


n was asked by Raybestos Manhattan to 


x attorney. 


Mr. Zetlin,somehow or other the infor 
back to me and it is probable when I was tryin 
out where could a man with Dave's talents be 


Il was tol 


he had that assignment from Raybestos Manhattan. 


we told M 


going to be leaving Gulf & Western, and that Gulf @ Western 


was fully 


d he was no longer to stay with Gulf 


r. Zetlin that we did have a 


aware that he was going to be 
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ie 


an to Mr. 


shouldn't 


for 


t.. Okay? 
find for 

mation got 

g¢ to find 

after 

& Western - 

When 


ho was 


leaving Gulf & 


7 


~ 


~O | 
= AGH: 

} t ZA 
mpb:img 48 Lawlor-cross ; 
Western, he then went to Raybestos-- went to biondi, asked 
if it was okay for him to submit him as a candidate. 


r. Biondi received a job. 


lin came back and said, 


° 
MS 
lent 
ct 


this business, if someone gives us a lead, we will share 
hat fee," and at that point that wouid have put some 
money into the Mark Group,which enhanced my theory that 
we could have an in-house search company which could be 
a profit center. 
I thought that was a great idea and he paid us 
No one at Gulf §& Western paid anybody. 


Q. Mr. Zetlin gave you a check or somcone on your 


‘ “Mr. Zetlin gave a check to the Mark Group. 

0) Gave a check to the Mark Group? 

A Ripht. 

Q Noes Gulf & Western have any bank accounts in 


A Do they have bank accounts in New York City? 

() Do they have bank accounts in New York..Crty; to 
your knowledge? 

A Why, certainly. 

() Why was not that check deposited in the bank ac- 


count of Gulf & Western? 
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1 |} mpb:ime 49 Lawlor-cross , 
| 
2 | A { have nothing to do with Gulf &@ Western's bant 
¢ | 
3 | account any place. | 
| 
ee Q You had something to do with the bank account for 
5 || the Mark Group, didn't you? | 
\\ 
| 
6 || A Recause it was under my jurisdiction as a vice | 
| 
mss president of employee relations and I exercised my judg | 
| 
\| ' 
8 | ment to do that on a temporary basis and that's what I 
| | 
9 | did. 
i 
| 
10 || Q All the companies you have worked for in your 
|| 
ll jj business experience and in all the period of time that 
i| i 
12 | you were at Gulf & Western, have you ever known of an 
1° | ‘ : ‘ > ' | 
3 instance where a bank account was opened without the | 
m4 knowledge of the treasurer's office or the controller's 
| 
1S |} office of the company? 
| 
16 | A That would be beyond my knowledge to answer that 
| 
17 || question. 
18 | Q I am asking you if you know of any instance 
19 | where a bank account for a corporation was opened without | 
| 
| the knowledge of the treasurer's office or the controller's | 
21 | office? 
98 | 
oe A I would have to say, to my knowledge, no, I don't 
| 
23 know of any. | 
2A | Q Did you inform anybody in the controller's office 
25 | or the treasurer's office at Gulf & Western that a bank 
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account is being opened for the Mark Group? 

A The bank account for the Mark Group was opened 
on the 3rd of March and from that point out-- 
Q Did you inform any ~~ 

A I am trying to answer you, Mr, Reiner. 

From the 3rd of March until the 26th of April 
when [ left that company, I did not have an opportunity 
to discuss that with anybody, and that was on My priority 
, to talk to “r. Judelson about it. 

I put that money in there so I would «now where 
jt was and until we found out where we were going. 


MR. REINER: Your Ilonor I move to strike. 


had informed anybody in the treasurer's office or the 
controller's office, and he did not respond. 
THE COURT: Let me have the question. 
(Question read.) 


ri: COURT: Answer the question yes or no. 


A No. 
Q At the time the payments were made to Mr. Markham 


900, did. you request or receive any authorization from 
anyone in senior management at Gulf G& Western to make 
that payment? Yes or no. 


A No. 
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questions on 
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Q) Did 
of the Board 
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A Mr. 
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sir. 


or no? 
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is no? 


75 10, 


reise 


ng to 


dominion 


Gulf & We 


Withdraw the 


‘urther questions. 


STOLZAR: 


redirec 
MINAT ION 
AR: 

Lawlor, 


nization 


all employee 


e search 


ould fal 


t was my province. It wi 


you run 


ei 


Was 


who 


and 


ex 


Your Honor, 


Yas senior 


relations 


fe) 
a) 
c 
ct 
~ 
or" 
QO 


and 


control,then,over 


Stern without their 


Ques 


a 


1? Anybody senior 


to the 


understand the question. 


stion. 


ive a couple of 


under whose 


to you? 


President or the Chairman 


With your day-to-day employee relations prob- 


tions or 


Stolzar, I testified 


isiness? 
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contributions of large denomil itions to ch 
ganizations or what have you, 

I had no reason to run to his witl 
ie wouldn't want me to be up there ta Lint 
everything. 

1 was told, and we discusse: the 
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interest 


intercst 


people at 
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mp:mg 53 Lawlor-redirect 
| 


read the conflict of interest statement. 


$ | It was in a letter that was shown to me by bill 
‘ Flately who was the controller, and in that letter I 
\| 
- } recall it did state that we had to sign a qv stionnaire, 
| 
| 
6 || Nil +. ita eo Ses } +} 
\| and on the back: Did you do this or did you do that. 
1 || 
And it said on the front that if you filled out 
g || 
i this form, and it would be done periodically, that if 
| 
9 | ' a: ; 
| there was -- that anything on that form that was consid- 
\ 
10 i} 
| 7 ; ~ e 1 
ered questionable would be referred to a committee of the 
| | 
1} ‘ ; P ‘ : " 
| hoard of directors at which time they would sit down with 
1] 
12 | , , | 
| you and review it, and if they determined that it was In 
| | 
13 || | 
aan fact a conflict of interest, you would be advised of how 
H | 
14 |] se . . | 
| to divest yourself of that. 
> | That is the conflict of interest policy I re- 
| 
6 |i - . 
s i calk. That book-- the manual that was submitted to me | 
17 | 
7 this morning probably came out of a hookcase that I had 
18 || anaieaal Sia is v sie ae tin tes ies 
i somewhere in my office down in 473 Madison Avenue. I 
| 
| 
19 don't believe I ever had it showing anywhere. That one 
20) ' et a : 
happens to have my name in it because, as I montioned,when 
| 
! | 
21 ane idea ie 
we were at 437 Madison Avenue, we had a very small group | 
i 
yaa | ‘ . 
of people. My name, Matthew Lawlor, Arnold Greenhut, or 
| 
23 , eT ee ef ~e : 
anyone else at that time would have had that kind of a 
“| manual handed to him. 
25 j rad } ’ 
When I was head of personnel for the whole compay, 
| 
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sonnel policies 


that were in there. ‘That was done so that we would be 


in compliance, so that anybody, whether 
the SEC or someone from the stockholde: 


that wanted to use it for whatever purpos 


out so it would be there. 

That is the only recollection I 
whole policy at all, and the one I did, 
my mind is that that's a fair thing, at 
asked and if there is any question, it 
and you can make your determination. 

'o one wovld give up his job on 


not know about. 


Q) In other words, this conflict of 


statement or questionnaire or whatever 1 


} 


it be st 


ye, it 
have of 


t was 


shot deal ir 1969 and frem thereon in, you have 


been confronted with it? 


A [That is the only one I ever sig 
8) You were shown Defendant's Exhi 


over the signature of Jerry Lestey, whic 
Yous + 


THE COURT: Biographical data. 


6) What was the purpose of this le 


. 
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RTHOUSE 
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that 
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10 
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letter 


answer 
Q 


A 


sion th 
trying 
vehicle 


panies 


of the 
not -- 


individ 
whole t 
concept 
sibilit 
Q) 
Matthew 
By mark 


Lawlor? 


Lawlor-redircct 


uw 
ut 


THE COURT: What was the purpose of it? 

THE WITNESS: Excuse me, I am trying to 

THE COURT: Think to yourself and see 
the question. 


EG: 


co 


Perhans if I show him Exhibi 


' 


No, wait, I can recall. I can recall. 


The purpose of that letter was, after 


at I had had with Bill McDermott, probably we 


to ascertain whether or not we did have 
if you will, for solving problems for 


c 


as well as Gulf §& Western, and we both were 


fact that GTE was moving to Stamford 


That's why it happened to be there and 


because I knew some people there. I knew they 
ual autonomy, There was no one controlling 
hing, and for that purpose, we were expanding 


with Mr. Brophy to see then if there wa: 


y of helping him find someone to fill that 


In other words, this was not intended 


a 


denote -- 


if you can 


) 


giscuSs- 


were 
viable 

ther com- 
aware 


it did 


t 


had 


} 
he 


Lawlor but was intended to test the marketability? 


etability, I mean the marketable service 
Is that right? 


MR. STEIN: I object to the question. 
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56 Lawrence-direct 


i?’ Sustained. 


MR. STOLZAR: { have no further questions of 


this witness. 


MR. STEIN: No question on recros: 
MR. REINER: No questicis. 
THE COURT: You are excused, Mr. Lawlor. 


We will take a short recess. 


MR. STOLZAR: I call Mr. Jack Lawrence. 


BE R-ALR. D EE DW AOR D DA Ww ROE MOE FE 
called as a witness by plaintiff, havine heen first 


’ ai 


duly sworn, testified as follows 


DIRECT EXAMINATION 


MR. STOLZAR: 


Q Mr. Lawrence, what is your occupation? 
A I am a management consultant and president of 
small consulting firm known as Jack Lawrence §& Company. 


Q Do you know the plaintiff in this action, Matthew 


,awlor? 


A I do. 

Q low long have you known Mr. Lawlor? 

A Oh, since 1968. 

Q In what capacity have you known Mr. Lawlor, socially, 
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1 mph:img $7 Lawrence-direct 
2 || business or -- 
. 
3 II A Well, business. 
i} 
4 Q Mp, Lawrence, were you consulted by Matthew 
i} 
| ? amie a , ; mee 
5 | Lawlor after April 26, 1973, in connection with employmen 
6 for Mr. Lawlor? 
ae A No. I am rarely-- no, he did not approach me 
| 
8 || and ask me to find job for him f that is the nature 
j , 
\ 
9 | of the yuestion. 
' 
10 |] Q Did you have any discussions with Mr. Lawlor 
i | concerning his employment after April 26, 1973? 
] 
12 || A On about that date, I remember calling him at 


13 1is office and later at his home with the thought that 


14 | he could be a prospective candidate for a position I had 
1] 

15 {I with one ul .y clients, and I did reach him at howe, and 
i 

aan | was surprised to learn that he had left Gulf & Western. 

7 | 0 Would you tell us the entire discussion you had, 
| 

18 || as best you remember it, Mr. Lawrence? 

19 || A Yes. I approached hin as -- what we call, or 

9 || a trade term -- as a prospect for a position of Director 

21 | of Corporate Personnel and Industrial Relations for one 

92 || of my client companies. 

23 || When I reached him on the telephone at home, I 

” | said I was plad to find him, and as I recall, ! briefly 
i , ae , 

95 described the problem I had, the position I was trying to 
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fil] and his response wus that he had just left Gulf 
, I } 


f, Western, and would not be in a position at this time 


even though he had left Gulf & Western, to look at another 


I said, "Why not?" 
And he said, "Well," he said, "the rcumstances 


under which I left Gulf §& Western are such that" 


— 


forget what his words might have been, but it indicated 
that there would be some controversy there, and so .ight 
away I withdrew and I du not believe that I talked to 
him about that position again. 

0 Did you indicate in that conversation wit] 
Mr. Lawlor the salary involved in the job that you had in 
mind for him? 

A I don't recall. 

Q Can you tell us today what the salary would 


have been had he taken the job, if you know? 


A Well, this is an educated puess. Rase salary 
was on the order of $60,000, maybe $55,000. In addition 


to base salary, a car was provided as part of compensation. 


There would be stock options. I don't want to educate 
my guess to the number of shares, it is not important any- 
way, but the position had carried stock opticns and an 


incentive bonus of some sort, not a puarantced borus, but 
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2 | there was a bonus in addition to hase Salary in connec- 
H 
a tion with this Ppositior 
ae Q Did you indicate to Mr. Lawlor in that conversa- 
! 
elt : ; 
am tion that you would have a Problem in placing Mr, Lawlor 
Ht 
~ i} 
6 in this job because of the Controversy, and further, pos- 
‘s Sibly that he would not be placeable anywhere under the 
g | 
:** circumstances? 
if j - . . 
9 MR. STEIN: Objection, your Honor. 
] t 1) T° ry f 4 
10 H MR. REINER: Objection, your lIlonor, 
| Wika meres: , 
1 | THE COURT: Sustainec 
i 
9 ° . . . : - 
l2 ! Q) Did you discuss with him the potential of y-ur 
| 
q i 2 . a ae ? . ° : = 
13 H future efforts on his behalf in connection with placing 
| 
} | 
4 him? 
| 
' | A I met with Mr. Lawlor a week or two or three 
a 
16 | after my talking to him by telephone at his home, 
17 We had luncheon together, and at that time 
| 
18 \| he told ine of this mini Waterpate Story, and I must have 
| ‘ 
| 
c | : ge . . — 
19 || Inaicated to him at that time that-- I don't know if J 
| 
a | indicated My problems in Considering him }:- J certainly 
01 | ee - ‘ , 
él | indicated what Problems he Might have in being considered 
99 . . ° . 
rd for another POSition under the circumstances; but I did 
a. ae ee 
} 
9 ty) : 
“A Q “. Lawrence, do you consider yourself an Cx- 
on | : . . af Ww ° : 
ih pert in the executive search field? 
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A Yes, I do. I have been doing this work profes- 
sionally for 26 years. 
() In your opinion as an expert in the field, ca 
“Matthew Lawlor be placed in employment similar to the 
position he held with Gulf 4 Western under the existing 
circumstances of the statements in the Gallagher Presidents 


Report and the statements made by Mr. Judelson in the 


meeting at Gulf § Western on April 26, LOFT Se 
MR. REINER: Objection, your Honor. 
MR. STEIN: L will object: 


MR, REINER: Objection, your Honor. 
Q As you understand them. 

THE COURT: What is your basis? 

MR, REINER: Your Honor, there has been no 
foundation laid as to what efforts were made, what he 
would base his judgment on, or his opinion. There is 
nothing before the Court right now that wouJ. Let the 
Court make that judgment whether this witness can make 
such an expression of opinion. 

THE COURT: I am afraid I don't understand your 
objection. 

Are you objecting to his qualifications or to 
the question or what? 


MR, REINER: As to the form of the question, yes, 
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l mpb:mg 61 Lawrence-direct ; 
| 
2 | your Honor, but more than that, I think to the qualifica 
3 | tions of this witness to respond to that question, as to 
4 | no foundation being laid for that question being present- 
5 | ed to this witness at this time as an e-.pert. 
6 | THE COURT: Overruled. 
, y lave you read the transcript of what was said 
] 
8 || at that Gulf & Western meeting? 
9 | THE WITNESS: No, your Honor, I have not. 
| 
10 | THE COURT: Well, sustained in that event. 
11 Have you read the Gallagher Report 
| sik atbis Signer ak es : , 
12 | rHE WITNESS: No, your Honor, I have not. 
13 | THE COURT: Sustained. 
| 
14 | I just assumed he came prepared to testify. 
15 All right, let's put another witness on. Ile 
i 
+ 1] . ° 
16 || can do his homework some other time. 
17 | Let him read that and then you can answer the 
18 |} question. 
1} 
19 | THE WITNESS: Wow could I be supplied with this 
20 || information? 
21 | THE COURT: The lawyers usually supply their 
22 BA ccc ian r of: 
ve witnesses ahead of time. 
23 | It is too much to ask these days. 
| THE WITNESS: I have been trapped, been unavail- 
25 | able. Sorry. 
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i| . “Pe ‘eee Nag ae a 
2 || CU s 23.28 PF NER M. Va De Se ae ae De 
3 | called as a witness by the plaintiff, was duly 
4 | sworn, and testified as follows: 
| 
S i DIRECT EXAMINATION 
6 || BY MR. STOLZAR: 
ei Q Mr. Christian, what is your occupation? 
{| 
8 || A I am a consultant to management. I don't mean 
1 
9 | to correct Nr. Lawrence, but he seems to be a management 
1} 
10 || consultant. I am putting it the other way around. 
il 
ll || Q Do you do any other work at the present time? 
12 || A None whatever. None whatever, Mr. Stolzar,and 
| 
13 | for the last 13 or 14 years it's been the same. 
{| 
4 || THE COURT: Do I understand he has not done any 
| 
15 || work in 14 years? 
|| 
I 
16 || THE WITNESS: I didn't hear what the judge -- 
17 || pardon me. 
18 || THE COURT: I'm sorry. Read back the answer, please} 
| 
19 (Answer read.) 
| 
20 THE COURT: Any other work. I'm sorry. 
} 
21 Q Mr. Christian, do you have any affiliation with 
22 | any university or any college? 
| 
23 A Yes, 
2A | Q Would you please tell the Court what your af- 
25 filiation is? 
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A I lecture on a regular basis to 
the graduate business school 

Q And you do that currently? 

A I do that, I have done 
semesters. 

() Were you, when you were engaged 


occupation prior to 


executive search fi 


A Well, prio 


I put 1890 French D 


private sector for 


salad, dried soups 


Q We are int 


your association an 


field of placement. 


A Yes. 

@) Would you 
in that area? 

A Oh, I have 


I have an associate 


Greenman, who is a 


Dairy, 


torether over the y 


Q Do you know the plaintiff 
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erested here today, Mr. Christian, in 

d affiliation with the executive search 
tell the Court what your experience is 


placed some top people 


in Chicago by 


years. 


ago, 2 


was a manufacturer of 


market. 


bo ant 


the nar 


ie of 


the faculty in 


at Columbia University. 


in your repular 


nvolved in the 


roduced Caesar 


Arne W. 


retired vice president of National 
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formerly or now Kraft Company, and we 
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A I'm sorry? | 

() Do you know the plaintiff in this action, ‘lr. | 
Matthew J. Lawlor? 

A Oh, I have known Mr. Lawlor from Madison Avenue 


, could be about six, maybe seven years ago when he 


0 You are telling t 


a 


s that you knew him as associa- 
ted with Gulf & Western, is that correct, sir? 
A I knew him when he was the-- I don't know whether 
he was vice president then but I knew him, tnrat he was 
the personnel director at that time. lle later became vice 
| 


} 


president of personnel end labor,and moved up to the Gulf 


&§ Western building up on Columbus Circle. 

) Did you have any meetings or discussions with 
Mr. Lawlor subsequent to April 26 19.737 
h, I have had many discussions with him. I'd 
bring him from time to time some very decent people to 
inform on and Mr. Lawlor and I, I think, we had . formed 
a very fine rapport over the years, and | always felt 
kindly toward him, in that respect. 

Q Mr. Christian, would you tell us about any dis- 
cussions that you had with Mr. Lawlor after April 26, 


1973, concerning his employment or his means of livelihood? 
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A "Nell, the information came to 


men that worked in his department that 


from the com any, Jpon further inves 
; I 


that he found it very difficult to get 


asked why, I was told that the 


Rive him a -- Would not give him a fee 


mendation. 


Well, I too} the position the 


Lawlor had committed a crime, he has ¢ 


committed no Crime, I didn't 


a company like Gulf G Western 


from fetting ajob, because it WaS very 
POSition, 

He was right near the top, he 
good money, 
Your Honor, I am 
that ] 


decided then wou 


ture -- 


MR. STEIN: On the ground tha 


the witness! Opinion, 
I join in the ob 
THE COURT: 


Sustained, Strike 


Q Mr.Christian, did you take an 


a reference from Gulf & Western or 


information 


‘ 155 


me from one of the 


he was 


th 


sCparated 
tigation, | found 


a4 position, and 


company would not 
dback or a recom 
Nn that if Mr. 

O pay for it, but 


think it was 

to prohibit him 
necessary in his 
making pretty 
ZOing to Object, 
Id enter the pic- 


~ £b4s Opinion, 


jection, 
it out. 
to obtain 


Y Stens 


from 
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2 || Gulf & Western Concerni)p Mr, Lewlor, and if SO, what 
3 | steps did you take? 
| alae : 
4 || A Yes, sir, 1 did, 
| 
i , 
5 | I wrote a letter along the lines to Mr, Judelson, 
i 
7? , ; 
6 the President, Stating that I would like to have a recom- 
| 
7 mendation or a feedback on Mr. Lawlor over the years, ] 
8 Said, knowing him from Madison Avenue, We had Cstablished 
i 
3 | a fine rapport and I would like to lend myself on his be- 
10 | §=6half to some of my clients. 
11 | [I also assured him that anything that they said 
i 
Sale ; nee ; 
I2 || In that letter Would he PYivileged and that Since it was 
I} 
i ' t 
3 | the axiom of our trade, I would not reveal whateyve; they 
| eo aS 
l4 had to Say without their KnNOWledge and permission 
I] 
15 () Did you have a Specific position for Mr. Lawlor 
. HI . . . 
16 || in mind at that time? 
i 
17 1 A I had a tentative POSition. I had Placed a man 
| 
18 | in one of the Subsidiary Companies of a $2? Million organi 
| | . ) 
19 zation, and . told him about this, and J Said -- and he 
20 asked me to please vet the resume on him and things of 
! 


H] that kind. 


22 And he said there might be something doing even 
23 | in the parent company, so po to work on it. 
a | Q Can you disclose the name of the company and the 
! 
| 
35 || nature of the POSition that- 
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A Well, it wouldn't he fai 


sO it is all right. He the v 


Was 
Biscuits, who was a subsidiary of 


formerly known 


Christian-direct 


a He's dead, though, 


ice president of Sunshine 


American Products, 


as American Tobacco Company. 


Q) Did you proceed with trying to place Mr. Lawlor 
in that position? 
A ! proceeded and I finally vot a call from a 


Miss Warner who presented herself 


as the secretary to Mr, Judelson, 
bluntly stated, "We will not give 
tion," 

Well,I said, "In that ev 
please ask Mr. Judelson to put it 


to me?" 


She said, "I will not.'! 


Well, I said, "Miss Warn 


is the first time [ have talked t 


Said anything to you to indicate 


4 


about this? You are now telling 


Said. I am merely asking you to 


in writing." 


"T will not." 


I said, "Then I will hav 


"He will tel] 


aS -- over the 


and she very, very 


Mr. Lawlor a recommenda 


entuality, would yoy 
eis d 


send it 


Said, "this 


Ol ees 


I ever 


oO you, He 


that I was malicious 


me what Mr. Judelson 


put it 


ut 


© t0'..go.;to Tie 


the same 


you 
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telephone-- 


6 


~ 


was very impertinent 


Aft) STEIN 
Ne i ‘ 


What is foing on, you 


I} i { OU 4 
frsine 
I ITN } 
0 Mr. Christia 


lacing Mr. Lawlor at 


Christian direct 


on her part’ to’ take that 


Your Honor, I move that 


‘trike it out. 


I don't understand, Nf 
r Ilonor, 
Don't worry about LL. 
{ 


n, did you proceed furth 


Sunshine Biscuit or tho; 


Corporation, after you conversation with Miss 


A NO, Mr. Blee 
Ouch him under the ¢ 


8) Did you proc 


A J am not sur 
SUSpicion that I may 

@) Was there a 
A On account o 
feedback. Yoy See... 4 
When I present a Clie 
Cisely everything I k 


can't do that, I feel 


SOUTHERN 015) 
FOLEY 


Ch told me at that time 


ircumstances. 


eed with any further atte 


obtaining employment? 
e¢ about that. I have a 


have lost interest, 


~- 


reason for your losine 
f the fact that ] couldn 
am very meticulous abou 
nt to another, I tel] y 


now about the applicant. 


that I have lost it. 
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Mit & ia 
er with 
IF partin 


nterest? 


Client 


When 


ear 


pre- 


I 


uw 
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10 


11 


12 


16 


17 
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483A 


fh. 


Christian-cross 159 


have 


STOLZAR: I 
this witness. 


Just one or 


no further 


wo questions. 


Q Sir, I will try to keep my voice up. 
A Surely. 

Who are you sir? 

lili WITNESS: Who is this gentleman? 


the 


Q My name is Nr. Stein, sir. 


lawyer for Gulf & 
7 


questions of 


restern. 


Q) Are you here, Nr. Christian, pursuant to a sub- 
poena? 

A No. I was not subpoenacd. 

Q You were asked to come down and testify on Mr. 
Lawlor's behalf? 

A 1 was called by Mr. Stolzar and that's why I am 
here. 

@) And you know ‘ir. Lawlor for s1xX Oo! even years, 


I believe you said? 

A Yes, from when they were down at 437 Madison 
Avenue. 

Q And have you been a friend of Mr. Lawlor's since 
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10 


ll 


12 


mpbiing 70 Christian-cross 
Lawrence-direct 
vou Lave known him? 

A Oh, not a friend. We have had a fine 
but we never went out. Oh, yes, I think we 
with him once when I had my associate from ( 
in to meet him. I think I had dinner with 
my wife and Mr. Brenmar. 

MR. STEIN: Thank you, sir. I have 
questions. 
MR. REINET io questions, your Ilo 
THE COURT: You are excused, Mr. C 
Thank you very much. 
(Witness excused.) 
EV & ROA ROD E WARD ae Te ia 


resumed: 
DIKECT EXAMINATION 
BY MR. STOLZAR: 
Q Mr. 
Christian 


Was 


on 


portunity t 


Lawrence, 
the witness 


read the May 22, 


during the few 


stand, did y 


ou 


no further 


minutes th: 


have 


an 


op- 


1973 Gallagher Presidents 


Report article concerning Mr. Lawlor? 
A Yes, SITs 
Q) Did you also have an opportunity to read the 


statements 


*xcerpted 


from the transcript 


of 


the 
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tape 


of 


160 


16 


17 


18 


19 
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® 


mob: Lawrence-direct 


the Lawlor interview? 


> 


I did, 


0 I 


. cl 
asK 


) you again, in your opinion as 
can Matthew Lawlor obtain a position commensu 
his position at Gulf & Western in the light o 
Presidents Report article and the statements 
Mr. Judelson? 

MR. REINER: Objection, your Honor 
speculation at this point. 


Overruled. 


In 7} 


(ER: This witness did 


not eve 


an expert, 


with 


Gallagher 


is 


pure 


the reports before he came into this court and now he is 
going to express an opinion, 
THE COURT Overruled. 
Go ahead. 
A [In my opinion, a man who does not have a per- 
fectly clear record from his present or past employer has 
a yreat difficulty in finding another comparable position; 


it is a simple as that 
Now to go on, I would Suppose that 
sible for a man to move into a comparable pos 


in my opinion, very unlikely, particularly th 


auspices of a professional firm. 


professional firm, you mean a 
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1 | mpb img 72 Lawrence-direct/cross ay 
| ; 

2 |i recruiting firm such as yours? 


i 
tt) crs 7A. No further auc ti we ant this | 
4 ' ° i L ZAKS ‘ ic 1uU »L 
' 
5 j Wl tness. 
6 PPNCceE_LYAUTNAT ION 
> }  & JOO" LAIN LINAT IO: 
7 | BY “MR. STEIN: 
| 9) tr. Lawrence, I gather you read « few | ents ago 
9 the transcript, a partial transcript, of a eiscussion 
' : 
| 
10 that was held, a document -- 
ll | A Yes. 
\} 
ae 0 an showing you a document, ind I am asking 
Hy 
13 you if that is what you read? 
} 
14 || MR. STEIN For the benefit of the record, 
15 have just handed the witness a copy of a document, the 
} 
ae SF whic ie tinul 4] thic morning as the 
16 content of which was stipulated to this rning : the 
7 ; , ; ara.ranh f the comnlaint 
7 | statements made in tne eighth para,raph of the ¢ nlaint. 
18 |i THE COURT: Does it have a number’ 
i - ;? ’ yy 
19 | MR. STEIN: It does not have, your 4.onor, but 
| PRIS 
20 |] I will give it one. 
i 
| ; ; } } Y ye 
21 | rik COURT: Give it a number so the reco vill 
ae 
22 |, be clear. 
| TIN 2.8 ° a tos fefendar 
% as | MR. STEIN: This document will be De fendant 
\ Tt: ; ; 4 - 1 r -\ } tc . 
“vA | Gulf & Western Exhibit 32, and could we mark 1t 10! 
| 
2 || identification. 
i} 
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l | mob:mp 73 Lawrence-cross 
2 | MR. REINER: Can we make it a ioint defendants! 
3 | exhibit, your Honor? 
| 
4 A Yes, that is the document I read. | . 
|| (Defendant Exhibit 32 marked for identifica- | 
6 || tion.) | 
7 Q Now, did you know when you read the document, | 
8 what DJ stood for, the initials DJ at the left part of the 
4 page? 
10 A Mr. Judelson, | 
Ld Q And do you know who was present at the time when 
12 || the statements-- at the time when the statements were 
H 
13 | made in Defendant's 32? 
\} 
M4 A I know that Mr. Lawlor was present. 
15 | Q Do you know if anyone else was present? 
16 | A I am -- was told that there were others present. 


7 | Q Do you know who those others were? 

18 |] A There was a senior vice president. 

Yes? 

20 |i A Of Gulf & Western there. 

va THE COURT: Is this material to his opinion? 


22 MR. STEIN: Well, your Honor, he gave an opinion. 


THE COURT: I heard what he did. I am as*ing you 


—_ 
© 


| 
bd ie , ; 
2A | how what you are deing now is material. 
, | 
25 MR. STEIN: Your Ilonor, I want to «ic. that 
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mpb:imp 74 Lawrence-cross 
the statements made in this document that were recorded 
in this document could not possibly have had anything to 
do with Mr. Lawlor's ability to find a job. 

THE COURT: I thought that was your object, so 
[ will sustain the objection. 

MR. STEIN: I have no further questions. 

THE COURT: It was not made but I will sustain 
it anyway. 
CROSS-EXAMINAT ION 


BY MR. REINER: 


Q Sir, are you here pursuant to a subpoena? 

A I beg your pardon? 

Q Are you here pursuant to a Subpoena? 

A No, 

Q Are you a personal friend of Mr. Lawlor? 

A Business friend, 

() Did you speak with Mr. Lawlor prior to coming 


down here? 


A Yes, 

Q Did he explain to you the nature of this lawsuit? 
A Yes. 

Q Did you have discussions about what your testimony 


would be? 


A No, not with Mr. Lawlor. 
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2 | Q) Nid you have discussions with his. attorneys? 
3 | Did you have discussions with his attorneys | 
4 || that are sitting at the table? 
5 | A Yes. 
6 | MR. REINER: No further questions. 
7 MR. STOLZAR: I have no further questions of 
8 this witness, your !lonor. 
9 | THE COURT: You are excused, 
10 | (Witness excused.) 
11 | 
12 | Witt. 1AM A. Me_cuL & OC 4, called 
13 | as a witness by the plaintiff, was first duly sworn, | 
4 | and testified as follows: 
15 } DIRECT EXAMINATION 
16 } BY MR. STOLZAR: | 
17 Q Would you state your occupation, Mr. McCulloch? 
18 | A I am in management recruiting executive search 
19 | under the name of William McCulloch Associates, Inc. 

| 
20 | Q How long have you been engaged in the business 
21 of executive recruiting? 
22 A A total of approximately 15 years. 
23 Q Do you know the plaintiff Matthew J. Lawlor? 
2A A Tes, 1 do 
25 Q llow did you come to know Mr. Lawlor? 
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A Threuch business. We have takked. I -have tried 
to ect business from him when he was at Gulf & Western, 
and we discussed possibilities of doing business torether 
over a period of time. 

{ also discussed placing him at one time. 

Q Let's start with the matter of your discussions 
of doing, business with Mr. Lawlor. 

What wasthe nature of those discussions? 

A Well, of course, one would ve with Gulf 4 Western 
as a client, but there was a period when I was leaving 
American Metal Climax where I was manager of manpower 
planning and management development, and considering goirgs 
into partnership where I did discuss specifically with 
Mr. tawlor the forming of a satellite company or something 
like that, which would serve Gulf & Western's needs and 
could serve other companies' needs, both in recruiting 
and in out-placement. 

Q uring those discussions with Mr. Lawlor about 
a satellite company for Gulf & Western, did Mr. Lawlor 
at any time express to you any intention or consideration 
that such satellite company would be his personal company? 

MR. STEIN: Your Honor, I object to the question 
as leading. 


THE COURT: Yes, it is leading, but [ will allow 
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| 
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it. 

Go ahead, 

A No. 

() Throughout his discussions with you and your dis- 
cussions with him, who was to be the owner or parent or 
principal of such proposed company? 

A Gulf & Western. 

Q Did you, during that period fo time, have a file 
on Lawlor or Gulf & Western or your discussions? 

A I did. 

MR. STOLZAR: Your Honor, at this point I offer 
in evidence Plaintiff's Exhibit No. 20 as heretofore 
marked. 

MR. REINER: Your Honor, we haven't seen this 
document. 

MR. STOLZAR: Mr. Reiner, your associate -- 

THE COURT: It is your opportunity to see it 
now. 

MR. REINER: I'd like to see it, your Honor. 
Thank you, 

THE COURT: Show it to them. 

(Handed. ) 

MR. REINER: Sorry, your Honor, I have never 


seen this. f am just glancing through it very rapidly. 
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l mpb:imge 78 McCulloch-direct 168 | 
| 

2 || THE COURT: We will put it in subject to a motion 
| 

3 || to strike. 
1] 
+ . , . 

4 | MR. REINER: Thank you, your Honor. 

= 

ov || THE COURT: So we Can roll along here. 
1 

6 || Received subject to a motion to Strike, on any 
| 
{} 
i 

7 ground other than its authenticity or its foundation as 

| 
a business record, | 
i 
j 

9 MR. REINER: Yes, sir, I just have no idea | 
| 

10 | what is in it. 
H 
| 

ll jj THE COURT: All right. 
i 

12 || (Plaintiff's Exhibit 20 received in evidence.) 
i} 

13 || Q For the record, Mr. McCulloch, can vou identify | 
i 

4 | Plaintiff's Exhibit No. 20? | 
I 

IS jj A Yes, that's an envelope with some of my writing 

16 | on it, and it refers to notes that I took either when 
i 

7 | talking with Mr. Lawlor or after talking to him, or dis- 
| 

18 || cussing with him at home or discussing with my partner at 
i 

19 || that time with another firm, the possibility, the viability 

20 || of setting up a satellite company, as I have described 
i 

21 tt. 
| 

sy | . . 

22 0 And those notes were made during the time of 
| 

23 these discussions with Mr. Lawlor? ; 

aA | A Right. 

25 ) And this is your file,your personal file? 


SOUTHERN DISTRICT COURT RE PORTERS, U.S. COURTHOUSE 
FOLEY SQUARE, NEW YORK, N.Y, CO 7-4580 


t 


6 


10 


11 


12 


16 


17 


ar 
aa) 


423A 169 
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A This is my personal file. 
Q Did your discussions with Mr. Lawlor concernine 


the satellite company ever come to fruition with you? 

MR. REINER: Your Honor, may I object until I 
get a time frame of when these discussions took place and 
when this all happened? 

THE COURT: Yes, it would help. It surely would 
help. 

Q Would you tell us when these discussions were, 
Mr. McCulloch? 

THE COURT: Who was there? What was said? When 
did they take place? 

A Well, let's see, they took place by telephone 
and in Mr. Lawlor's offices with him, and my notes were 
written -- this would be in the time frame of the fall of 
1971 to the spring of 1972, I would Say; October to 
February or March, somewhere in that time frame. 

Q Can you summarize for us what the discussions 
consisted of, the sub: :ce of the discussions with Mr. 
Lawlor? 

MR. REINER: Your Honor, may I object again 
unless there is a foundation laid that there is a’ connec- 


tion with the Mark Group and these discussions or this 


particular testimony. 
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i} 
: eT 
2 || If Il understand, the Mark Group was not even 
\| 
3 II in existence at this period of time. 
| 
|| . ; on 
{ rE COURT: Overruled. 
\ 
5 | 1 don't know what he is going to say any more than 
\ 
6 || you do. 


ee | MR. REINER: All right, your Honor. 
8 | A Well, indicative of this is a letter -- 
it | 
| 
oi THE COURT: No, please. Get the conversations | 
\| 
i909 || and bring out what was said. 
| 
1 || { don't see that this file is even admissible 
a 
i2 || at this point unless you are using it as a past memory 
13 ,|| recorded or refresh his recollection or something else, 
| 
14 || but let's see what the witness can tell us that bears 
| 
| ‘ ; =. : | 
5 |} on this case, if somebody can find out what bears on tnis } 
16 || case. 
\ 
| 
} . - . . 1 ' 
17 || I never in my life have listened to so much | 
| 
4} . . | 
18 trivia. | 
1| a . - ‘ 
! Q Mr, McCulloch, can you tellus what your conver- 
19 | ; ) ) 
| | 
20 || sation was with Mr. Lawlor with respect to a Gulf & 
] 
i 
} 
91 || Western satellite corporation or company? 
| 
i] F . ; ‘ 
22 =|] A We did herve conversations concerning this matter, 
| 
1 
| 
¥ 23 || and I came up with draft proposals. I discussed these 
o, || with him by phone.. I talked to him in his office. 
25 THE COURT. I am sorry, sir, but l am not | 
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l | mpb:mge 81 MceCulloch-direct 

2 | clairvoyant, What were your conversations? What were you 
i 

3 || talking about? What matter? 

4 | A We were talking about setting up a satellite 

5) ] company under Gulf 4 Western. It would be a new, a dif- 
} 


THE COURT: What did he say and what did you say? 


A lle was interested in doing a more effective, 


6 ferent approach. 


9 | less ce-tly way of recruiting for Gulf §& Western, and 

10 using lots of resumes that come in to them, funneled in 

ll ! to another company, fer placement outside to do a more 

2 || effective job and to set up a profit center kind of oper- 
| 

13 ! ation. 

14 And this, we had-- we discussed various aspects 

15 || of this, whether it should be identified with Gulf §& 

16 | Western, whether it should be-- 

17 THE COURT: Do I understand you were trying to 

18 | set up some kind of an employment agency on the side 

i9 }j without all this esoteric terminology? 

20 Is that what this comes to? 

21 THE WITNESS: Yes, sir. 

ve THE COURT: For Gulf & Western or for himself and 

23 for you and him or for what? Who were to be the princi- 

2A pals of this thing? 

25 THE WITNESS: The owner of this company would be 
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mpb:me 82 McCulloch-direct 
Gulf & Western and they were poing to Provide the capital 
for it. 

THE COURT: Did you talk with anyone other than 
Mr. Lawlor about this at Gulf & Western? 

THE WITNESS: No, sir. At Gulf & Western? 

THE COURT: Yes. 

THE WITNESS: No : Sees 

THE COURT: Anyone representing Gulf & Western 
other than Mr. Lawlor? 

THE WITNESS: No 

Q) Mr. McCulloch, let me take you to a period of 
time subsequent to May 22, 1973, 

Did there come a time when you saw or learned 
about the Gallagher Presidents Report article concerning 
Mr. Lawlor? 

A I first heard about it on the telerhone and I 
heard about it from a couple of sources, people who -- 
and I don't know who specifically they were. They would 
be people who were either employment apencies or executive 
search or in personnel departments of major companies. 

"Did you hear about Matt?" 

MR. STEIN: Your Honor, I move that the answer 
be stricken as not responsive, 


MR. REINER: I join in that. 
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rik COURT: Sustained, Strike it out. 
() Mr. McCulloch, did there come a time when you 
learned of an article in the Gallagher Presidents Report 


concerning Matthew Lawlor? 


Q Would you tell us the circumstances under which 
you learned of such report and when it was? 


A In conversation with people on the phone, I! 


heard that Matt Lawlor had been fired, let's say, and they 


9" 


said, "Ilave you seen it in the Gallasher Report 


' } 


And I said, "No, that I had nGt,.° 


a copy of this particular Gallagher Repoert and read it. 


Q After you read the report,what did you do? 

A I believe that I contacted Matt at home and prob- 
ably called him and told him I was sorry to hear that 
it had happened. 

8) And did you have any further discussion with 


Mr. Lawlor concerning the article or Mr. Lawlor's posi- 


A Well, I indicated that-- you know, with something 


as public as the Gallagher Report, that he was going to 
have a hiell of a time finding an equivalent job. 
Q Nid t undertake to assist him in finding an 


equivalent job? 
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A No, {£ did not. 


9) Was there any reason for it? 
A le was not very cummercial., 


McCulloch-direct /cross 


198A 


MR, STOLZAR: No further questions of this 
witness. 
CROSS- EXAMINATION 
SY MR. STEI 
( ‘ir. McCulloch, are you here pursuant to a sub- 
poena? 
A NO, Sat. 
MR. STEIN: I have no other question 
MR. REINER: No questions, your Honor 
THE COURT You are excused, 
(Witness excused.) 
DAY Lcd Si ORD 2, called as awitness 


hy the plaintiff, was duiy sworn, and 
follows: 


DIRECT EXAMINATION 


BY MR STOLZAR 
Q) Mr. Biondi, what is your occupation? 


A f am an attorney. 
Q No you know the plaintiff Matthew J. 


A Yes, I de. 
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0 Would you tell us how you first came to meet Mr. 
Lawlor? 

A [ was introduced to Mr. Lawlor by my previous: 
boss, Mr. Ritthaller, who was a vice president of Gulf § 
Western. 

Q llow did Mr. Ritthaller come to introduce you to 
Mr. Lawlor? 

A It was tax time, and Mr. Lawlor had been to the 
Gulf & Western tax office and he needed a body to prepare 
his-tax return and I was a tax attorney with Gulf § 
Western. 

0 Did Mr. Lawlor retain you personally to represent 
him in this tax matter? 

A No, sir. 

Q llow did it come about that you were involved? 

THE COURT: What  ifference docs it make? What 


difference does it make? Let's get to the issues in this 


Q Did you have an ongoing relationship with Mr.Lawlor 


as a Gulf & Western attorney? 

THE COURT: They both worked at Gulf §& Western. 
Now let's pet to this transaction. 
Q Did ou have any discussions with Mr. Lawlor 


< 


concerning the Manupement Resources or the Mark Group? 
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Yes, I did. 

Will you tell us the natu 

Mr. Lawlor, I had becn do 
that time, for about four 
for him. I had represented 
Service, 

MR. RUDELL: If your Ilo 
be asked to speak a little 
I represented him before 

THE COURT: No, strike th 
ive. It is not material, 
We will adjourn now unti] 


‘low many more witnesses d 


MR. STOLZAR: Your fHion 
tness. 
MR. RUDELL: Today, And, 


tness is going to Venezuela 
THE COURT: All right, we 
if we can get to something 
MR. STOLZAR: | have ask 
ill ask it avain, 


Would you please tell us 


th Mr. Lawlor concerning 
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re of these discussions? 
ing Mr, Lawlor's taxes 
years. [ had done 


him before the Internal 


nor please, could the 
louder? 


the Interna] Revenue 


e answer, [t is not 
2:15 tomorrow. 
Oo you have? 


Or, this will he my 


if your Ilonor please, 
Will continue With it 
material, 


ed him the question, 


what your discussions 


'dgement Resources and 
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mpb:mpe 87 — Biondi-direct 
~'« Mark Group? 

A Mr. Lawlor told me he had set up an in-house 
search arm of Gulf 4 Western called Management Resources. 
This firm was to hire-in and hire-out employees for Gulf 
f Western. It was to be an arm of Gulf & Western. 

THE COURT: Mr. Biondi, when did he tel] you 
this? 

THE WITNESS: This was in early 1972, sir. 

THE COURT: Can you fix the month? 

THE WITNESS: It would be hard. 

THE COURT: Try. 

THE WITNESS: I am trving to recall when I was 
transferred to the corporate office and I think it was 
late 1971, So it would have been around January 27th. 

THE COURT: All right, go on. He told you he was 
foing to set up this in-house group. 

A Ne asked me if there were any tax considerations 
to consider and I said there were not, it would just be 
a diy ‘on of Gulf & Western, and as such, covered by 
Gulf & Western, just an expense or a profit center. 

Later on he came to me and he said they had 
hired -- they had interviewed a labor lawyer who was very 


upset at the fact that he went to a search firm and he 


found it was a part of a company, and he told me he had -- 
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H 

2 | because of that he had Changed the name from Manarement 

3 Sources to Mark Group, to try to shield from the public 
| 

4 the fact that this was a part of Gulf & Western. Out- 

5 Side of Hat, 2 +. 
' 
|| 

6 | THE COURT: Were you and he alone at these conver- 

7 Sations? 
| 

8 THE WITNESS: Oh, no, they were open conversa- 

9 | tions. My secretary was there. Matt never made a secret 
| 

10 || of this froup, 

iw 7 THE COURT: Did you keep any memoranda of these 
| 
; % 

12 || conversations? 
i] 

13 | THE WITNESS No, sir 

4 A Then my last meeting with the Mar} Group was 

IS | When, as Matt testified, I was being nicely asked to 

16 |; leave and my boss, who was a vice president of the company, 
HI 

17 | asked Matt to hire-- knowing Matt had this mechanism -- 

18 asked Matt to hire me out t another firm, 

19 Matt put me in touch with Mr, -- put Mr. Zetlin 

20 in touch with me, who was also aware of this mechanism 

21 | that Matt had, and we hit on a job. 

22 THE COURT: Who was your hoss? 

23 THE WITNESS: Gerald Ritthaller. He was yice 

24 President of taxes, 

25 
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THE COURT: You said, though, didn't you, that 


i | 
| 2° 2A | 
i | 
i | mpb:mge 89 Riondi-direct 179 
Q | you had left the tax arm and gone into the preneral coun- 
3 sel's office? 
4 THE WITNESS: No, sir. 
° And it was Mr. Ritthaller who put me in touch 
. | With Mr. -- Mr. Lawlor to he hired out. 
, Q Did you know that you were being out-placed, that 
8 2 ar ; . ; 
Gulf & Western would share in the placement fee for your-- 
9 | 
| A Yes, sir, Mr. Zetlin-- 
10 MR. STEIN: Your Honor, I object to that. There 
1 has been no evidence of Gulf & Western sharing any fees. 
tl 
| : ; 
- | The evidence is the Mark Group shared in fees. 
an THE COURT: I will sustain it. I think you 
14 ic Hs ey. | 
are leading. Just ask him what the arrangement was, 
“ 
15 Q What was the fee arrangement for -- 
16 | THE COURT: As far as you know. 
| 
oi Q -- for your Out-placement, if you know, 
18 THE COURT: And who told you? 
19 Q Who told you? 
20 A I was told by Mr. Zetlin that lf & Western 
21 would receive a fee for my out-placeme.*, that he would 
share a fee with Gulf & Western, | 
23 teks "ae ; 1a ' 
THE COURT: Who was Mr. Zetlin? 
a THE WITNESS: Mr. Zetlin was the man who was the 
25 


principal of the placement company which out-placed me. | 
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| [t was a company in Stamford, the name of which 
i 
i I don't recall, 
i| THE COURT: Not connected in any Way with Gulf 
i} , 
| & Western, this company? 
THE WITNESS: No, sir, 
! THE COURT: Connected with this Mark Group? 
| 
| 
| THE WITNESS: Ne, sir. 
| 5 
Q Nid there come a time, ‘Nr.Biondi, when Mr. Lawlor 
i| 
i advised you of his leaving Gulf & Western? 
A Only to take over the presidency of the Mark 
Group if it grew as a profit center in Gulf & Western. 
QO Mr. Biondi, Listen to the question, 
, ‘ 
i lay we have the question read? 
i 
| THE COURT: Yes, 
1 
I (Question read.) 
| 
A After he left, he advised me, yes. 
1] 
i Q Did he ask you to do anything at that time or did 
i 4 
1 he discuss doing something, your doing something at that 
I time? 
{| 
A Yes, Matt had collected seme moneys for Gulf 
& Western which he asked me to hold until he could draft 
a letter or pet it back to Gulf § Western, and I did so, 
and I held it ina special account in trust. 
Q 


Did there come a time when you werc Consulted by 
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I} 
2 | Mr. Lawlor concerning an arrangement that he wished to 
| | 
3 make with one Bushee, Robert Bushee or Robert Pushee 
| 
: | 
4 | Associates? | 
| 
5 || A Yes, Mr. Lawlor called me to his office to tell 
6 | me that he wanted to make a loan of $25,000 to Bushee. 
7 Q Did there come a time when you met me wit | 
¥ 8 Mr. Bushee, Mr. Lawlor, and other persons concerning this 
| | 
9 | matter of a loan to Robert Bushee Associates? | 
10 A Yes), «Sir: 
ll Q Did Mr. Lawlor give you any instructions concern- 
12 | ing that arrangement? | 
13 | A No, sir. Mr. Lawlor would have sat down and 
: 
4 | written a check to Mr. Bushee without collateral. Under 
15 | the circumstances, I felt it was in the best interest of 
I 
16 } Mr. Lawlor to have the collateral. 
\ 17 Q Was there any discussion of Gulf & Western during 
18 jj the mectings or loan arrangements? 
19 || A Well, on the first meeting when Mr. Lawlor told 
i ae 
20 |i me he wanted to make the loan, I inquired what relation- 
21 | Ship Bushes had with Gulf & Western and I was assured 
22 it was nct a-- anything special, and that-- and then I 
23 told Mr. Lawlor, "Well, if you do make this loan, the 
2A prior relationship couldn't change because then it would 
25 look had," 
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() Nid the matter of Gulf @ Western's statement 
of policy concerning conflict of interest come into play 


at that time? 


A No, Sir. 
Q) By the way, are you familiar with that policy? 
A I signed that policy once back in 1969, and I 


Nave never heard cf it again. 
Q Mr. Biondi, was it the policy of Gulf §& Western 
to provide its executives and others with legal assistance 
from -- personal legal assistance from the li. yers of Gulf 
& Western? 
MR. REINER: Objection to the form of the ques- 
tion. 
A I can only answer that as to the tax department, 
and the answer is yes, to tie higher-placed executives 
it was the policy. 
MR. STOLZAR: I have no further questions of 
this witness at th: time. 
CROSS- EXAMINATION 
BY MR. STEEN. 
Q Mr. Biondi, did Mr. Lawlor ever offer you a 
position with the Mark Group? 
A Ne offered me a position with Gulf & Western. 


Q Did he ever offer you a position »:th the Mark 
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Group? 


A If -- tentatively if it prew as a profit center, 


Q What role did he ever discuss with you insofar 
as the Mark Group and you were concerned? 

A It was very, very vague discussions. I think he 
mentioned that if it grew, I could possibly be general 
counsel, 

Q Mr. Lawlor discussed with you your becoming 
general counsel to the Mark Group. 

Did you understand the Mark Group to be a Gulf & 
Western company? 

A Yes, I did. 

Q When he offered you that position, did you ever 
question or concern yourself about jurisdiction or au- 


thority to offer that position to you? 


A No; I didn’t. Mr. Lawlor was a pretty povrer- 


ful executive in the company, and he had a lot of authority. 


Q Mr. Biondi, at the time Mr. Lawlor first dis- 


cussed with vou your taking a position as general counsel 


tN 


to the Mark Group, were you an employee of Gulf & Western? 


A Yes, I was. 
Q Did he ever offer you a position with the Mark 


Group subsequent to the time you terminated with Gulf & 
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2 ! Western? 
| 
| A No. Sit, 
4 | 9) Were you terminated at Gulf {& Western? 
5 i A I was asked to leave. 
6 | () You were asked to leave the Gulf & Western or- 
| 
7 | ganization? 
| 
| 
8 A Well, now, I'm sorry, I was-- I must retract 
| 
3 ! that. I was never asked to leave. I was told that per- 
10 | haps Matt could find me a better job with more future. 
11 i Very nicely done. 
12 Q Isn't it a fact that your bo.s, Mr. Ritthaller, 
} 
3} ~=encouraced you to leave the employ of Gulf & Western? 
4 | A Yes, that is correct, sir. 
15 Q By the way, did Mr. Lawlor ever mention to you 
| 
16 | the possibility of your employment with a company called 
| 
7 |} MJL i, terprises? 
18 A MJL Enterprises was merely a figment of Mr. 
19 Lawlor's imarination. It didn't exist. 
20 Q Was the Mark Group to be a part of this MJL 
21 | [nterprises? 
22 A I don't know. 
' 
23 Q Was it or wasn't it? 
vA} A I don't know, 
25 () Mr. Biondi, you testified at a deposition in 
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mpb:mg 


this case on September 24, 1974; do you recall 

A Yes, I do. 

() At page 53 of the transcript of your d 
I asked you these questions and you gave these 

il Was the Mark Group to be a part of MJL 
prises? 

ne Yes. 

"a Was the Mark Group also to be part of 
Western? 

"A Yes. 

" Did you understand in your own mind 
could possibly be? 

fa" Of course, yes, it had been done before, 
same sct-up. It was not a new thing to Gulf & 


dd 3, Your understanding was the 
to be a division of Gulf 4 Western, 

"A Yes. 

"CO 


Group was to have some relationship with MJL Enterprises? 


vai | Yes. 


"ad 


Mark Grou] 


is that 


eposition 
answers: 


Enter- 


Gulf §& 


how this 


the 
Western. 


going 


was 


correct? 


Was it also your undesstanding that the Mark 


You understood that the Mark Group was going 


to be a division of Gulf & Western and was going to be 


a division of MJL Enterprises? 


bit 
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entity of Gulf & Western, 


"¢ 


at 


lrhis is how Mr. Lawlor explained 


Is that true? 


You are taking that out of contex 


Prior to that, I said MJ“ Enterprises did 


Lt ites 


t 


’ 


not 


isted, it could have been the parent 


this whole eroup of companies, 


0 


of your 


Q 


under oa 


‘r. Piondi, { read to you verbatim 


testimory in this se. 


Do vou wish to change your testimony 


No, I do not. 


"WT 


‘aS your testimony correct when 


th on September 24th, one month, aro? 


To the best of my knowledge, yes 


THE COURT: Is what counsel read 


testimony on thot subject? 


Complete 


expedite 


fHE WITNESS: 1 am sorry, sir? 
THE COURT: Was what counse] read 


testimony on that subject? 


you 
/ 


your 


to 


THE WITNESS: I don't Fécali. FT den’ 


MR. STEIN: Your llonor, | suggest 


I 


"7 


RLOA 12 


think. 


Cxist but 


company of 


the transcri 


now? 


ave it 


you Your 


it if I show the witness his testimony, 
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2 | THE COURT: He said there was something carlicer 
3 to the effect that he had told you that MJL Enterprises 
4 | is an envisioned entity. 
5 | . 7 ad . . 
° THE WITNESS: This is what I 
|! 
6 ! MR. STEIN: Listen to the question. 
7 | THE COURT: I thought he said he had told you 
6 | earrlier that MJL Enterprises was just an envisioned 
i 
3 i] entity and had not come into existence, it existed on 
10 ] paper only, in the doodles of Mr. Lawlor. 
| 
11 MR. STEIN: And I asked him, your lionor: 
12 'Q Was the Mark Group to he part of MJL Enterprises" -| 
j } 
} 
3 | THE COURT: I heard what you asked him but it 
| 
14 i didn't have that fact in it and that is what I asked him. 
| 
| MR. STEIN: The Court has a question pending. 
i | 
16 || THE WITNESS: Sir, on the transcript, a couple 
| 
7 || of lines up there was a question concerning MJL Enter- 
18 mrises. My response to that was it was a figment of 
} 
19 Mr. Lawlor's imagination. 
20 The context of that testimony, if I recall cor- 
21 rectly. was I was shown a chart with MJL Enterprises on 
22 the top, and-- or the Mark Group, various boxes, and I 
, ; i 
23 was being questioned about that. | 
2A THE COURT: I] think that is now Exhibit 38. 
25 | : ait ; } 9 
Is that right, the number? 
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MR. STEIN: Yo r Honor, we are ref; rring to 
Defendant's Exhibit S. 


THE a. It now has a different number. 


Vv 


IR. STEIN: i have it as 
THE COURT: All right, 


Q Would you care to refer to the chart, Exhibit 5, 


Mr. Biondi, 
THE COURT: llow much longer do you think you are 


going to he? 


MR. STEIN: Five minutes. 
THE COURT: My day's work is over and 5 is 


everyone else's, I['m SOrry, we are voing to have to 
resume in the morning. 
IR. STEIN: All right. 

THE COURT: I have other matters. 

THE WITNESS: Sir, I respectfully request -- 

THE COURT: I am sorry, but I have other people 
waiting in my chambers, I have set up appointments. 
I don't normally sit beyond 4:30. I have already extended 
a half hour. 

MR. REINER: I have questions also. 

MR. RUDELL: The witness told me he may be 


going to Venezuela tomorrow in connection with his work. 


THE COURT: You should have thought about this 
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all day when IT have been trying to speed you alone a 
little hit. 

l em sorry. I'd like to accommodate you, 
Mr. Biondi, but I represent the public. I have 
commitments. 

(Adjourned to Wednesday, October 25, 1974, 
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MATTHEW J. LAWLOR 
x 2 al 
vs. 73 Ca¥. 5443 
THE GALLACHER PRESIDENTS REPORT 
INC., et al. 
i gis 
New York, October 23, 1974: | 
10.00 o'clock a.m. 
(Trial continued.) | 
| 
DAV I'D Bs. OR DP T., having been Previous Sworn, | 
resumed and testified further as follows 
/ 
| 
MR. REINER: If your Honor please, there is a 
preliminary matter I would like to bring to the Court's | 
- | 
attention. 
; | 
Yesterday vour Honor granted me the right to make 


a motion to 
been marked during Mr. 
to do with 


permit’ 2d it 


Place in that testimony that was 


co Ss 


to now make that motion 


THE COURT: 


He may still connect it. 


MR. RE 'ER: Thank 


Strike the introduction of an e 
McCulloch's 
laying a proper foundation, 


subject to connection, and 


trike, 


you, 


~xhibit that had 


testimony, and that had 
Your Honor 
that did not take 


allowed, and I would like | 


your Honor. 


Plaintiff hasn't rested yet. 


your Honor. will | 
| 
| 
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reserve my motion, 
CROSS EXAMINATION (Continued) 
BY MR. STEIN: 
9) Mr. Biondi, would you be good enough to look 
at Defendants' Exhibit 5. 


Have you ever seen Exhibit 5 before, Mr. Biondi? 


A Yes, sir, at th2 deposition. 

Q When did you first see Exhibit 5? 

A I believe it was at the deposition. L Cant 
be sure. 

Q Prior to your deposition, had you ever seen 


Exhibit 5? 

A Not that I can recall. 

Q Isn't it a fact that you testified at your 
deposition thet you saw Exhibit 5 when you were helping 
Mr. Lawlor prepare his 1972 tax return? 

A I believe I meationed at that time I didn't 
recall whether I saw it then or if I saw it reading upside 


down across the desk. 


Q Mr. Biondi, do you recall testifying at a deposi-| 


cion in this action? 


A Yes, sir. 
Q On September 24, 1974? 
A Yes, sir. 
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Q Do you reca)l being asked these wieds Lnime caale 
giving these answers: 
"O Tell me when you first asw that document, " 
which is Exhibit 5, "or a copy of it. 
w :. Gee, that's a difficult time to place, 
It was probably at the time of Preparing his '72 


tax return, 


A That's correct. 

Q Does that refresh your recollection? 

A I was not sure at that time, and I am still not 
Sure when I first saw this. You are asking me about a 
piece of paper I might have seen two years ago. t really 
don't recall. If I did, I'd tell you. 

Q Mr. Biondi, do you recali me asking you at 


your deposition whether you had ever had a conversation 
with Mr. Lawlor concerning the document that is before you, 
Exhibit 5, and your answering: 
"I don't believe I saw this exact one. I saw 

One that stated he was going to find another vp employe 

relations for Gulf 5 Western," 

a That's right, yes. 

GQ Could you tell me when Mr. Lawlor told you that 
he was going to find another vice-president in charge of 


employee relations for Gulf & Western? 
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2 A He didn't tell me he was going to find another 

3 vice-president of employee relations. It was on a piece 

4 | of paper like this, and that was if this Mark Group or 

5 whatever it's called grew to a point where he would become | 
6 | president of a subsidiary of Grlf & Western, and when he 

7 | moved over as president cf this subsidiary he would find a 

8 VP of employee relations. 
9 Q Mr. Lawlor told you he was going to leave Gulf § 
10 Western? 

1] A No, this was surm‘se from reading that piece of 

12 paper, which was like this but not the exact piece of | 
13 paper. 
M4 Q Did Mr. Lawlor ever explain to you how he could 
15 have been looking for someone to fill the position of vice- 
16 preside: employee relations for Gulf & Western when he was 
17 the vice-president employee relations for Gulf & Western? 

18 A I didn't say that. 

19 Q Did Mr. Lawlor ever say that to you, Mr. Biondi? 
20 A No. I surmised that when the Mark Group grew 

21 he would, according to what was written Onthat piece of 

a Paper, he would take over this MJL Enterprise or the Mark 

23 Group or whatever it was called, and when he became Presiden 
2A of that Gulf & Western subsidiary, he would then find a 

25 


vice-president to fill his slot. | 
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Q Which Gulf ¢ Western Subsidiary, «mut, Enterprises 


| 
u 
| 
| 
Or the Mark Group? | 
A Well, the Mark Group, as best -- to the best of | 
my knowledge, was a name he gave to what could be, To _ 
best of my knowledge it never existed. 
Q That was the Mark Group? 
A [ an sorry, I Said the Mark Group. [ meant 
MJL Enterprises, MJL Enterprises, which the Mark Sroup would 
have been Part of. I believe if you go through that 
deposition of mine, you will see that I also testified that 
he was going to put together an entire placement emp loyee 
{ 
relations economic Opportunity group, and he hoped to put 
| 
that all together 4S part of Gulf 5 Western, and it was | 
| 
going to grow. | 
9) So that I understand yor, Mr. Biondi, he was | 
going to put together MJr, Enterprises and the Mark Group? | 
A And various other employee related functions, 
(@) Mr. Biondi, you testified yesterday before we 
Suspended on your direct examination that you advised 


Mr. Lawlor concerning a loan to Bushee Associates. | 


DO you recall that testimony? 


A Yor, Bodo. 
a) Did you advise Mr. Lawlor in that reaqard? 
A 76s; IT did. 
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QO Isn't it a fact that you advised Mr. Lawlor 


3 | that he should refrain from lending any me..cy to Mr. Bushee 


4 Or Mr. Bushee's company? 

5 | A Yes, I did. 

6 | Q And yet Mr. Lawlor disregarded your advice and | 
| 

7 | loaned Mr, Bushee $25,000 despite your reservations? i 

6 A That's the character of the man, yes, | 

9 (a) The answer is yes? | 

10 A The answer is yes. 

1] Q Did you ever indicate to mr. Lawlor that you 

12 were concerned t'.at there may be a conflict of . iterest 

13 i stemming from th's loan? 

14 | A I was concerned that it would look like some kind | 

16 | of a conflict | 

16 | 2) C.d you ever tell Mr. Lawlor that you were 

17 | concerned that there might be a conflict of interest stem- 

18 ming from this loan? 

19 A I don't believe 1 used those exact words, bu 

20 words conveying the same meaning, yes. 

21 Q When you advised Mr. Lawlor concerning the loan 

22 to Bushey, were you aware that there was a business 

23 relationship between Gulf «&% Western and Mr. Bushee's 

aA company? 

“5 A Yes, I was. 
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0} Were you aware of such a relationship at the 


time Mr. Lawlor entered into a stock purchase agreement with 


Mr. Bushee and lent him $25,000? 


A As to form, it was a loan agreement but -- yes, 
I was. 
Q Mr. Bicidi, you testified in dir:ct examination, 
did you not, that you were employed by Gulf & Western's 
tax department? 
A Yes. 
Q And that you reporte ’ tu a man by che name of 
Ritthaller, the head of the dere =tment? 
A Yes. | 
: . } 5 eg 
Q Mr. Ritthaller assigned you all your work, didn't} 
he? | 
A Most of it, yes. 
(9) Who assigned you your work in the tax department? 
A Everyth ing was done under Mr. Ritthaller, yes. 
Q Did Mr. Ritthaller ever assign you to do work 
for the Mark Group? 
A No. 
Q Mr. Lawlor assigned you all the Mark Group work, 


didn't he? 
A Yes. 


MR. STEIN: I have no further questions of this 
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CROSS EXAMINATION 
BY MR. REINER: 

Mr. Biondi, I believe yesterday you testified 
that MJL Enterprises was a figment of Mr. Lawlor's 
imagination; isn't that right? 

A Yes, I did. 

Q No you still believe it's a figment of his 
imagination? 

A I have no reason not to. 


Q Did you prepare Mr. Lawlor's tax returns in 1972 


and 1973? 

A Yes. 

Q _ I shew you a copy of a document. Form 1040, 1973 
return for Matthew J. and Donna J. Lawlor, and ask you, is 


this the tax form that you prepred for Mr. and Mrs. Lawlor? 


A Yes, it is. 
Q Look on the third page or the last page thereof. 
A It's Schedule C with the name MJL. 
Q Yes, the name MJL Enterprises, isn't it? 
A That's right. 
Q Is income reflected for MJL Enterprises? 
A Certainly is. 
Q Are there deductions reflected? 
SOUTHERN D191 2c i COURT REPORTERS, U.S COURT HOUSE 
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! 
2 A fes, there are. 
3 Q How much are the deductions? 
4 A $14,870. 
5 | Q Was it a figment of Mr. Lawlor's imagination to 
6 H take business deductions under the name MJL Enterprises in 
7 | 1973 of $14,000? 
A It was a fictitious name. 
9 (@) Yes or no. Was it? Yes or no. 
10 Was it a figment of his imagination to take those 
11 deductions as a business run by him? 
12 A No, it wasn't. 
13 Q Did you prer * nis? 
: mY A Yes, I did. 
15 Q You had knowledge at the time that he was taking 

16 this deduction of $14,000 as a business deduction for MJL 
17 Enterprises? 
18 A Yes, sir, but I -- 

2 19 Q You are an attorney; is that right? 
20 A Yes, sir. 
21 Q You did it under the penalties of perjury; is 
sd that right? 
“3 A Yes, sir. 
aA (9) Was it true when you filled it out? 
25 A Yes, sir. 
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Q Then MJL Enterprises is not a ficinent of anybody's 
imagination; it appeared on this tax return as a deduction 
for a business, didn't it? 

A It's merely a fictitious name, that's all. 


Q It says: 


"Principal business activity, consultant, 


prodauct services," correct? 


A Sir, may I relate to you the -- 

Q Is that correct, sir? 

A it's correct. 

Q Does it say what the name of the business is? 

A Con‘ultant, and the name is MJL Enterprises. 

Q That appeared upon a tax return which you 
prepared? 


THE COURT: Yes, it appeared on his tax return. 


I have heard it 48 times. 


MR. REINER: I am sorry, your Honor. 


Q Did you also prepare tax returns for 1972? 
A Yes, Eodid: 
Q Were any deductions or any entries made thereon 


to Bushee as a subject -- 
THE COURT: Doesn't that speak for itself? 


What is on it is on it, and what isn't on it is not on it. 


MR. REINER: Your Honor, I wasn't going to 
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' 
introduce it. I was going to question from it. 
THE COURT: It seems to me you are arguing with 
the witness, not cross-examining. | 
| 

Q Isn't it a fact that in 1972 you prepared the | 
form, and on schedule E and R you listed Income from Bushee 
issociates as a sub-Chapter © corporation? 

A I believe it was a loss. 

Q Isn't that the role of a sharcholder? 

A Yes. 

G There came a time when you received this $11,000 | 
and you put it into your account, you said, as an attornev; | 
isn't that right? | 

A That's right. | 

Q At the time were you informed that this was | 
money of Gulf & Western's? 

' 
| 

A Yes, I was. 

Q You made a check out for $3090, right? | 

A That's right. 

Q You made it out to a Mr. Markham? 

A That's right. 

Q lic wasn't an employee of Gulf & Western, was he? 

A lie was a contract -- 

@) Was he an employee of Gulf & Western? 

A iow do you define employee? 
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2 Q Was he an employee on the payroli of Gulf & | 
| ; 
3 || Western? 
4 | A No, he was not. 
5 | 2) Did you ingul c anyone at Gulf & Western 
6 ! whether that payment was authorized? | 
7 A Only Mr. Lawlor. 
8 Q Was Mr. Lawler employed by Gulf & Western at that 
ie time? 
10 A No, he was not. 
‘ 
11 Q Did you inquire of anyone at Gulf & Western 
12 
whether that ~' «ment of $3000 was authorized? | 
" | A No, I did net. | 
” Q There was a balance of approximately $8900 in 
15 the account, correct? 
- A Yes. 
4 | Q Did you make a check out to Gulf & Western for 
" ! that amount? | 
ad A No, I didn't. 
Po Q At any time? 
2i A I did not. 
22 : 
Q Did you turn that money over to Mr. Lawlor 
23 : 
instead? 
a | A I turned it over to Mr. Lawlor or Mr. Rudell. 
r | 
25 | 


. 
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Q Isn't it true you made a check out to Matthew J. 
Lawlor for the balance in that account? 

A I believe that's right. 

Q You made the check out to Lawlor, right? 

A I think so, yes. 

Q You didn't make it out to Gulf & Western? 

A I did not. 

MR. REINER: No further questions, your Honor. 

I am sorry, your Honor, I don't believe the 1973 
return has been received in evidence. I offer it. in 
evidence. 

THE COURT: Received. 

MR. REINER: Defendants’ Exhibit 33 for the 
1973 return and Defendarts' Exhibit 34 for the 1972 return. 


(Defendants' 
in evidence.) 

MR. REINER: 
REDTRECT EXAMINATION 
BY 


MR. STOLZAR: 


Q Mr. Biondi, 


Western for the lawyers 


Ral 


Exhibits 33 and 34 were received 


Thank you, your Honor. 


wasn't it customawry at Gulf & 


n your department to be assigned 


to work with officers of Gulf & Western on their personal 


matters? 


A Yes, it 
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MR. STEIN: I object to the question as leading. 


THE COURT: It is also repetitive. We had that 
yesterday. He told us they did the annual officers' 
personal matters. It was done with the consent of the 
company. Mr. Ritthaller rmitted it. We don't need 


- all over again, I don't think. 


Q When you prepared the tax returns that are now 


in evidence, was it your advice to Mr. Lawlor that he 
collate his expenditures under some business name or some 


name that indicated a business so that it could be set forth 


MR. REINER: Your Ho nor, I object. 
MR. STI AN: I object to the question on the 


in a Schedule Cc? 
ground it's leading. | 


THE COURT: Sustained onthe ground it's leading, 

yes. 

Q Who advised Mr. Lawlor on the sctup of his tax 
returns? | 

A i did, | 

Q What was your advice with respect to the eb: 
of expenses of, for example the enterainment group, his 
business investments, and that sort of thing? 

A You have to break that down in two qroups. 


STEIN: Your Honor, counsel is leading the 


= 
~ 
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witness, 

THE COURT: Overruled. 

A You have to break that down in two groups. 

In 1972 Mr. Lawlor was employed by Gulf 5 Western, 

In 1973 for the most part of that year he was 
self-employed. The great bulk of the $11,800 expenses 
were i, 41 in 1977, at which time Mr. Lawlor was not 
employed by Gulf ¢§ Western but employed by himself. 

Every expense Mr. Lawlor took on the tax return 
was verified by chits and checks and diaries. 


In 1972 Mr. Lawlor incurred some unreimbursed 


business expenses. We used the fictitious name MIL 
Enteprises. All 1 did was carry over that name into 
u AL Se je It was merely a tax category, something -- an 


account to put it in, a fictitious name. 
MR. STOLZAR: I have no further questions. | 
MR. STEIN: I have no more. | 
MR. REINER: No more questions. | 
MR. STOLZAR: Excuse me. May I ask one more } 

question? | 

REDIRECT EXAMINATION (Continued) 

BY STOLZAR: 


Q Mr. Bion di, do you know the present resting 


place of the $8000 that came from your account? 
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A I believe Mr. Rucell is holding that. 
Q Would you tell us how you arrive at that belief? 
A I gave Mr. Lawlor a check to pass over to Mr. 
Rudell, I believe. I know Mr. Rudell has it because he 


told me so. 

MR. STOLZAR: No further questions. 

THE WITNESS: How it got there I don't recall 
exactly. 

THE COURT: You are excused. 


THE WITNESS: Thank you. 


MR. STOLZAR: Your Honor, at this point I have 
no more live witnesses. However, there were two deposi- 
tions taken by the defendants Gulf & Western of witnesses 
whe reside in Pittsburgh and in Chicago. Tnose deposi- 
tions, I understand, have been filed with the Court. 

THE COURT: Read the pertinent parts or them 


into the record. 


MR. STOLZAR: They are rather lengthy. The 
pertinenent parts are lengthy. Maybe I can either direct 


the Court's attention to certain sections or certain pages - 


THE COURT: All right. Just put the deposition 
rs , I probably can scan them faster than you can read 
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MR. STOLZAR: Thank you. 


Shall I giv: you the pertinent pages on the record 


so that you have it available to you, your Honor? 


ry . 


parts, let me pic' out what is pertinent. 

MR. SeuLZAR: Thank you, your Hono. 

These are the depositions of Richard Boester and 
Robert Bushee, 

THE COURT: These are not parties, I take it, 
to this action? 

MR. STOLZAR: No, they are witnesses who were 
deposed pursuant to Subpoena issued by the defendant 
Western. 

T 
Do you have something? 

b 

the observation that the testimony of these witnesses are 


being offered by the plaintiff despite the fact that Gulf 


& Western took the depositions Originally. 
THE COURT: I certainly didn't understand any- 


thing else. I don't know how anybody can conceivably 


understand anything else. 


MR. STOLZAR: In connection with the Bushee 


testimony, your Honor, I offer in evidence Plaintiff's 
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Exhibit 19, the minute 
heretofore marked. 
THE COURT: 
(Plaintift' 


evidence.) 


book of Robert Bushee Associates 
’ 


Received. 


s Exhibit 19 was received in 


MR. STOLZAR: If your Honor please, may I ask 
Mr. Rudell to take the stand with respect to the one item 
of the $8000 and its present whereabouts. 

THE COURT: Maybe counsel will stipulate and 
save taking the stand. 


MR. 
Mr. Rudell 
and a 


account, 


sum of moncy to Gulf 
Ae 

MR. STEIN: 
am willing to 


to. 


cannot agrce 


co =<" 


THE COURT: 
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STOLZAR: 


received tl 


further 


gs Western, 


agree to, your 


May we have a~ stipulation that 


1e $8,678.50 balance of Group 


stipulation that he 


and Guld & 


the first part of the stipulation I 
Honor. The second part I 
The fact is that if counsel wishes 


All right, take the stand. 


niet COURT KE PORTERS, U.S. 
UARE co7 4580 
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r RUDEL EU» calied as « witness 
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in behalf of the plaintiff, being first duly sworn, 
testified as follows: 
DIRECT EXAMINATION 
BY MR. S'TOLZAR: 
9) Mr. Rudell, are you one of the attorneys of 
record for the plaintiff in this action? 
A Yes, I am. 
8) Mr. Rudell, you have heard the stipulation to the | 


effect that you received the eight thousand-odd dollar 


balance of Mark Group funds. After receint of such 


funds, what did you do concerning those funds? 
THE COURT: First of all; when dia you receive 
it, who did you get it f om, and what did you do with it? 
THE WITNESS: I received the check on or about 
July 13, 1973, and it was a check drawn by the Mark Croup 
Signed by C. William McDermott for the Mark Group. 


After some conferences with Mr. Lawlor, I wrote 


a letter addressed to Mr. Bluhdorn, chairman of the board 
of Gulf & Western, David N. Judelson, and Martin S. Davis, 


and I have here a photocopy of the letter which I wrote to 


' 
And I suggested in the letter that we set up a 


meeting ~- 
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| | 
. } 
2 MR. STEIN: May we see the document that he is 
| 
3 || referring to, your Honor? I object to reading from the 
| 
| 
| 
4 || document. 
re 
a THE COURT: Sustained. 
| 
6 || Q Will you tell us what was in the letter? 
e i | 
a | THE COURT: No, Counsel, no. If you want to 
8 i put the letter in evidence, put the letter in evidende. 
1] } 
9 | MR. STOLZAR: I offer the letter in evidence. 
‘ 5 ay . ; et epee | 
10 | This will be Plaintiff's Exhibit 21. 
tae THE COURT: Have you seen it? 
2 | MR. STEIN: Yes, I have. 
it 
13 i] THE COURT: All right, received. 
} | 
14 | (Plaintiff's Exhibit 21 was received in 
| 
5 | evidence. 
! 
xX || Q Did you receive a response to the letter? 
| | 
A Leal . ' 
17 | A There was no letter written to me aS a response, 
i 
18 H as I recall. I think i spoke to Mr. Jones'! office, the 
| 
| 
‘ 19 || chief counsel, and he said none of these people would want 
! 
om i 
20 | to see me, but that he would see me, and we arranged a 
| 
21 | meeting. 
22 


Suggested in the letter, I think I finally saw him in 
Pd 


a || september or October. I went to his office at the Gulf 
95 , pe exte e . . 
“) & Western Building pursuant to the appointment, and I told 


Instead of the end of August, which I had | 
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| him that I was prepared -- that I had received this money, 
I was prepared to turn it over, and he said he didn't want 
| 
| 


any part of that money. 


1 || bs21l PRudell-direct 
} 


mel] THE COURT: Where did you have the money at that 
6 || time? 


7 | THE WITNESS: In my special account in the 


Chemical Bank. 


10 | THE WITNESS: In my name. 


11 


{ 

9 | THE COURT: In your name? 
THE COURT: In your trust account for clients? 

| 


12 THE WITNESS: Yes, your Honor. 


13 | MR. SVOLZAR: No further questions, your ‘ionor. 
1 
i 
14 CROSS EXAMINATION 
XX 15 BY MR. STEIN: 


16 Q Mr. Rudell, where is that money today? 


| ° 
7 | A In a special account. 


18 || Q Do you have the account number? 


|: | A I can give it to you. 

20 | Q Could I have it, please? 

21 |i A Yes, certainly. 

22 || (Pause.) 

23 | (The witness left the witness stand and then 
returned.) 


A { carried it in my special checking account. 
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1t was my 


money -- 


1umber 


of the account. 
A I want to tell you what I did with the money. 
THE COURT: Mr. Rudell, nobody asked you what 
| 
you did with the money. He asked you what the number of 
' 
your account was. 
A I put it in my special account in the Chemical 
Bank. [I don't believe I have an account number with me 
in my pocket. Thereafter, I transferred the money -- } 


Q Mr. Rudell , would you tell me what branch of 
the Chemical Bank you put the money in? 
A Times Square branch. 
Q Is that where the money is now? | 
A No, I transferred the money into a savings | 
| 
account. 
' 
, . 1 - Py | 
Q Would you please give me the 1ame of the bank 


where the 


A The New York Bank For Savings, No. 27-45804. 
Q Give me the branch, please. 


A 1501 


where my office 
Q Thank 


Would 
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Broadway, in the first floor of the 

is. 

you, Mr. Rudell. 
| 

you tell me the date you had this telephone | 
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conversation with Mr. Jones, whom you describes as the 


chief counsel of Gulf & Western in your direct testimony? 


A Probably, as I recail, after Labor Day, some 


time in September, because I think that I haven 't fou 
piece of paper yet. 
@) Thank you, Mr. Rudell. 


Mr. Rudell, I just wanted to know when the 


was. Can you fix e date as to when you had this te 
conve. :..ation? 

A With Mr. Jones? 

0) Yes. Can you fix the date? 

A I told you in about September. 

Q You don't know the exact date? 

A No, but I know when I saw him because I ha 
record of it in my papers. 

Q When did you see Mr. Jones? 

A In October. 

Q Do you have the date when you saw Mr. Jone 

A I think I have it written down, the latter 
of October. If you let me go through my papers, 1 


diag out the memorandum I made. 
Q I will take the latter part of October. 
You saw Mr. Jones in his office? 


A Yes. I. did. 
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| 
: | Q What did you say to Mr. Jones, and what did he 
| 
| 
3 say to you? | 
4 A I told Mr. Jones that according to the tenor of | 
= ; ° e . 
* 9 the letter, that he was improperly treated by the company 
1} 
6 | and -- 
! 
U THE COURT: Who was improperly treated? 
8 m . 7 vr ad fe 
THE WITNESS: Mr. Lawlor. 
9 A And I said we have this meney, this is your 
} 
Qo | ‘ F : 

1 I money, and he said -- I am going to try to recall -- I can't 

1 
no recall the exact words, I may have it in my memorandum -- 

7 | 
> | | 
12 he said that Lawlor was persona non grata, and he was a 

| 

13 | son-of-a-bitch, and he wouldn't have anything to do with 

\ | 
4 1 . ees : 
a | him, nobody in the company can stand him, they don't want 

f J 

15 the money, they don't want to hear anything more about it. 

16 a) You made a memorandum of your mecting with Mr. 

7 Jones? 

aK ; is 

8 | A I made a memorandum of it. 

¢ ‘ . 

19 9 Will you produce it, please? 

oe ; | 

20 | A Why certainly, if you give me a moment I will see| 

9 

21 || what I have over there. 

992 { 

cc (Pause. ) 

23 

(The witness left the witness stand.) | 

9 * 

2A THE COURT: Maybe we can go to something else. | 
{ 

25 ; . 

- Is this your last question of this witness? | 
! 
| 

i 

| 
SOUTHERN OISTIVICT COURT REPORTERS, U.S, COURTHOUSE | 
FOLEY : QUARE, NEW YORK, N.Y. CO 7.4580 | 


~] 
& 


R28 A : 


bs25 Rudell-cross 
MR. STEIN: One further question, 
(The witness returned to the Stand.) 


THE COURT: You can recall him later on in the 


case, 
MR. STEIN: Surely. 
Q Mr. Rudell, what is the name Of the bank account 


in which the Money is deposited in the New York Ban 
Savings? 
A Ricnard I. Rudell, Special. 
MR. STEIN: Thank you. 
4WOthing further. 
- REINER: I just have one or two questions, 
YOur Hionor. 
CROSS EXAMINATION 
BY MR. REINER: 
Q When you first received the check for 28,900, 
was that hand delivered to you? 
A I am sorry, I didn't hear you. 
Q Was that check har’ delivered to you whe: you 
first received it? 
A The money was -- wu.@ check was mailed to me 
with a note from Mr. Lawlor, period. 
Q Was that check Signed by Mr. Biondi? 


A The check was Signed C. William McDermott, and 
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name on the check was the Mark Group. 
MR. REINER: Thank you very much. 
No further questions. 
lHE COURT: All right, you are excused subject 
further recall when you find your memorandum. 
MR. STOLZAR: At this point the plaintiff rests. 


MR. STEIN: Your Honor, may I be heard on a 


motion to dismiss? 


THE COURT: You may meke the motion, but no 


argument. 


1e) 
rh 


MR. STEIN: May I briefly point out the jrounds 
the motion? 
THE COURT: No, just make the motion because I 


going to reserve decision on it. 


MR. STEIN: Defendants Gulf & Western, Judelson 


e 


and Davis here move pursuant to 4l1(b) to dismiss the com- 


plaint in its entirety for failvre to state claim aqainst 


Gulf & Western and the two individual defendants that I 


represent. 


We 


THE COURT: I am sure you had a hroader motion 


han that in mind, than a motion to strike the complaint. 


didn't have to go through a trial in order for that 


motion. 


MR. STEIN: Your Honor, I misunderstood you 
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25 : 2 : ‘ ’ 
in making the publication, and under the Gertz decision, 
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perhaps. I wanted toe speak on behalf of t} 


va) 
; 


motion. 


THE COURT: I said I would not hear argument, 


to make your motions for the record. There 


ence. 


MR. STEIN 


I move to dism‘ss the 


first cause 


action which alleges in substance that the defendant 


Judelson -- 


MR. STEIN: Your Honor, we move to 


three causes of action in the complaint nami 


the individual defendants Judelson and Davis, 


that the plaintiff has failed to make jut a 


case against the said defendants. 


THE COURT: Reserved, as well as on your original 


motion for summary judgment. 


Motion to dismiss the complaint 


state a claim, also on the motion for failure 


defendant “allagher Presidents Report Inc. 
Billings, I also move for a dismissal of th 
of action of the complaint on the ground of 


a prime facie case, and that there has been 


> COURT: I know what it alleges. 


c 


for 


R. REINER: Your Honor, on behalf o 


on the 


but 


is a differ- 


of 


dismi7zs the 


julf & Western,} 


DOrima facie 


failure t 


f the 


and Cynthia 


o 


th 
th 


fai 


ird cause 


grounds 


to prove one. 


lure to make 


a complete 


| 
‘yaa 
| | i A | | 
l | bs28 | 
Gertz versus Welch in the Supreme Court, the Supreme Court 
2 I 
| 
3 has now stated that there must be some fault, some negligence 
4 | proven by the plaintiff as a part of their prima facie case 
5 || on burden of proof. 
i 
6 THE COURT: I told you IT would not hear argument. 
7 MR. REINER: I am sorry. On taose grounds 
oI -here has been a failure. 
| | 
| : P ° ° 
9 I also move for a judgment dismissing the 
10 | complaint. 
ll | THE COURT: I reser.e decision. 
12 MR. STEIN: Your Nonor, may I proceed? 
| 
wd MR. REINER: Forgive me, your Honor, I reserved 
14 |! the right to make a motion to strike at the end of the 
6 |i Plaintiff's case that exhibit that your Honor said I had 
| 
16 a right to move against. 
17 | THE COURT: I will reserve on that too. 
| PLT LALOR | | 
18 HR. REINER: Thank you, your Honor. 
| 
19 THE COURT: I would say to counsel that we must 
20 | recess today at 4.25 pron tly, so plan your day accordingly. 
21 If you have any witnesses that have to go to 
22 || Venezuela, I Suggest you put them on now, not hold them | 
23 until the end of the day. 
2A -- 
25 
| 
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JLEREMIAH Ps MCAWARD Called as a 


to 


Witness in behalf of the defendants Guif & Western, 
|] Cing first duly Sworn, testified as follows: 


ai DIRECT EXAMINAT ON 


6 ap . <r rT. 
BY MR, STEIN: 
7 | on , ae a 7 | , a | j } 
0 Mr. McAward, would you briefly Gescribe your 


occupation and business affiliation? 


A Yes, sir. I am the president , icAward 


( . ' , 
10 Assoc S, Incorporated which iS an investicative con: lt- 
' 
lt |] 
ing firm, 
12 | >) ty ® os Saft 7 ; ; > = 4 e e 
i} Q Would you briefly des. ibe °C ur Siness back- 
13 , — ee 
ground, sir? 
' 
14 | . mee eels ‘ es ; ; 
A I have been engaged ir investigative and secur 


type work since Service in the counterintellicence field 
during the 1950's. I worked after that for the Mosler 
Safe Company as a Salesman of Security devices. After 


that I joined Retail Credit Company as an investictor for 


19 | five Years, then Vincent Gillen Associates 1S a nvestigat- 
Or, Fi lelifacts, which is a nationwide networt Of former 


9 ! ; P 
1 | FBI agents in the investigative field. 


In 1966 I formed McAward Associa‘. >» Inc. and 


have been in that business Cver Since for lf 
| 
2 || 
(@) What is the business of McAward Ass Clates, 
Or 
- | A We conduct Securities Surveys, we investiqate 
y 
| 
| 
1] 
| SOUTWHE FN O'Is?Tsicr COURT we PORTERS us JT He se 
| FOLEY ~VARE NEW YORK Ww CO 7.48a0 
' 


A SAS SY EP A nc, 


10 


il 


12 


13 


14 


16 


17 


18 


McAward-direct 
job candidates, people being considered for jobs. we 
investigate organizations being considered for acauisition 
Or merger. We search for runaway children, Jo electronic 
debugging, and handle some surveillance work. 
Q Mr. McAward, would you just describe any licenses 
or professional memberships that you hold? 
A Yes, sir. 


I am a member of the American Society for 


Industrial Security, and I hold a private investigator's 
license which is issued by the State of New York. 
Q 'r. McAward, what if anything did you do for 


Gulf & Western in 1973? 


A Inearly '73, Martin Davis, a senior vice-president 


of Gulf & Western asked me to investigate some leakage of 
corporate information to persons outside the company such 
as newspapers, the media, Gallagher Reports. 

9) What did you do, Mr. McAward? 

A I beg by going into the corporate offices of the 
Gulf & Western Building after hours in March and examined 
all the corporate offices, secretarial areas, and went 
through the building generally attempting to find any docu- 
ment that had been left about or lapses in security. 

Q What if anything did you coma across during the 


course of your investigation, Mr. McAward? 
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A In March '73 in the photocopy room on the 36th 
floor employees relations department, I found a copy of 
a letter bearing the letterhead the Mark Group. The | 
: | 
letter was dated March lst, '73, I believe. 
Q I show you a document that has heretofore been 
marked Exhibit 1 for the defendants for identification. | 
| 
Is that the document that you found, Mr. McAward? | 
A Yes). Le 25. | 
Q What if anything did you do concerning that | 
document? | 
A I determined that the Mark Group was not a | 


recognized division or subsidiary of Gulf & Western 
Industries by checking corporate records and by making 


| 
| 
inquiries of senior management. | 
| 
| 
} 


Q bid you do anything else? 
A Yes, I determined that the typewriter that was H 


used to type this letter belonged to the secretary of 


C. W. McDermott, who was Lawlor's right-hand man. 


Q Were any other documents initially found by you? 

A Yes, I found a resume of a man designated 
LTR-102. | 
Q I show you a document that has heretofore been | 
marked as Defendant Gulf & Western Exhibit 2 for identifica-| 
| 


tion. 
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1 bs 32 McAward~-direct 
2 Is that the document you just referred to in 
| 
3 | your testimony? 
» 4 A Yas; (sixv> LE ts. 
5 Q Did you take any steps concerning Fxhibit 2, 
6 Mr. McAward? 
7 A Yes, from my knowledge of the organization and 
8 ; , : 
the people in it, I determined that LTR-102 really referred 
9 || 
to Robert T. Lardom, who was an employee of Gulf & Western. 
10 | MR. STEIN: I offer Defendent Gulf & Western 
Exhibits 1 and 2 in evidence. 
2 | (Defendants' Exhibit 1 and 2 were received 
13 : : 
xX in evidence.) 
14 ‘ ; ; 
Q Did you pursue the matter after your finding of 
15 eas 
Exhibits 1 and 2? 
16 A Yes, sir, I went back into that area on subse- | 
iN quent evenings after the close of business. I continued | 
| to search in that general vicinity for additional documents 
19 or pieces of evidence that would indicate why the Mark ns 
20 ; : 
was there or what it was. 
| 
ae | Q What if anything did you find on that occasion? 
22 py ; 
A I found additional resumes in the trash receptaclds 
= of the photocopy room in particular. One was a letter 
2a |i e we - ; a 
from a Victor Karl and a resume. 
95 
- Q I show you a document heretofore marked as 
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2 | Defendant Gulf & Western 3 for identification. It has | 
3 || already been marked in evidence, already been admitted in 
4 | evidence as Exhibit 3. 
5 | 3 ) | 
; [Is that the document you just referred to in 
6 eer am 
your testimony? 
| | 
oe A Yes. | 
8 | ‘ 7 . ; hee ts * 
Q Mr. McAward, did you examine that document? 
ae 
| A Yes, 
10 | QO At the time you found that document, were you 
| 
11 HI able to come to any conclusions? 
| 
I | ‘ | . paw , 
i A Yes, I came to the conclusion that it had been 
13 | | 
sala | received by Mr. Lawlor as vice-president, because it had 
1} 
14 || , , : an 3 Bh ' 
ry his office stamp on it, and Mr. McDermott had written a 
a ; r 
15 letter to -- what appeared to be a Prospective client or 
16 | 
1] . “7 Vv 
Client of the Mark Group attempting to market Mr. Karl. 
i! 
: ; ‘ , : 
W Q What if anything was done with Mr. Karl's 
8 | resume? 
19 A The resume was Stamped "The Mark Group" and was 
| 
| : 
20 | Submitted to the man Mr. McDermott wrote thc letter to, who 
| 
ae | ; , ; f : 
21 I] was the manager of manpower placement at the Olin Corpora- 
Hi 
a . 
tion. 
23 Q Did you find any Other documents during the 
| 
‘ i| é F 
2A course of your investigation? 
| 
9 a : ; ies ‘ 
“ i A Yes, sir, I found One which was very Similar to 
1 
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bs34 McAward-direct 
this wherein a letter was written to Gulf & Western 
Industries, Mr. Lawlor in particular, by a man by the name 
of Philip Kawesch. 
Q I show you Defendant Gulf Exhibit 4 in evidence 
and ask you if that is the document you just referred to. 
A tes, sir, it is: 
ing Exhibit 4? 


A Yes, this seemed to follow the same pattern as 


the Karl letter. The letter was received by Mr. Lawlor's 


deparment, was stamped “Received, V.P. Enployee Relations," 


and the next item attached attached to the letter was a 


letter to Mr. Kawesch from Mr. McDermott asking him to 


contact him at the Mark Group, but he gave his phone number 


for Mr. Kawesch to contact him as he had an opening, 


9) Did you find any other documents in your investi- 
gation? 
A Yes, I found a lot of material including an 


Organizational chart that was handwritten. 


@) I show you a document, Exhibit 5 of defendant 
Gulf & Western, and ask you if that is the chart you just 
referred to. 

A Yes;. it ia: 

QO Will you te#ll me where you found the documents 
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¢ 


any of 


about. 


file 


folder. 


how? 


nothing 


just 
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you 


dr 


AL 


opened 


have 


oe 
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McAward-direct 


just described 


hibit 3 and Exhi 


in your testimony, 


bit 4 were found 


Exhibit 5 was found on a pad on Mr. L 


TH 


those 


HE COURT: 


Were 


documents? 


these 


concealed 


THE WITNESS: These were in the -- 

THE COURT: Any of them that you have 

THE WITNESS: Exhibit 3 and Exhibit 4 
awer. 

THE COURT: Was the file drawer open? 

THE WITNESS: Yes, they were unlocked 

THE COURT: How were they filed? 

THE WITNESS: They were filed under 

THE COURT How, by what system, alph 

THE WITNESS Filed alphabetically. 


on 


Where were the 


‘ 
2 


the 


= 


OUTHERN O1S7 AICT col 


FOLEY JUARE 


drawer to indicate what 


and went through 


file 


JRT REPORTERS 
NEW YORK, N.Y 


was 


Th o sret 
1t. The orga 


drawers 


COURTHOUSC 


U.S 
CO 7-4580 


located, 


Exhibits 


in the 


awlor's 


There 


a 


was 


« ’ bed 
i P 
- 249A ‘) dey 
4 o' 

l | bs36 McAward-direct A 

2 1 A In the employee relations department. 
i 

3 Q Was it in anybody's office? 

4 A No, sir. They are outside of a row of offices. 

5 {I {HE COURT: Were there other file cabinets there? | 
| { 
| | 
} a P 

6 || THE WITNESS: Yes, sir. 

; : . me ag! 

7 THE COURT: What were in the other file cabinets? 

> | 
8 | THE WITNESS: There were things that related to 
9 |} Gulf & Western Industries. 
{| 
i} 
10 | THE COURT: What? 
i r 7 art), . . £ t } M4 
ei THE WITNESS: Organizational charts, business 
| 

12 | manuals, personnel records of employees for Gulf & Western. 
iene as ; 

13 THE COURT: So these were personal records where | 

t 
1! 
14 || personnel records were filed; is that it? 
15 || THE WITNESS: Yes, sir, and this Exhibit No. 5 
16 | was found on Lawlor's desk, also in full view. 
7 | Q Did you find any other documents during your 
! 
18 || investigation? 
19 | A Yes, sir, I found a pair of checks that were 
| 
20 | imprinted "The Mark Group," which indicated that there was 
1} 
1 : * 
21 | an account in that name in the Union Trust Company 1n 
22 |i Stamford, Connecticut. 
! 
e || mir ‘ Tr ’ rt 
233 | THE COURT: Where were these? 
aA it THE WITNESS: These were in Lawlor's attache 
23 | case, which was propped open on his windowsill. 
} 
/ 
| 
| 
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THE COURT: Open? 


Q Mr. McAward , did you do anythina 
checks? 

A Yes, sir. 

Q What you do? 


A I contacted <- 


concerning those 


Q Did you make any copies of the checks? 
A Oh, yes, I did, [ made Xerox copies of all 
‘ 
these documents. 
Q I show you Defendant Gulf & Western Exhi} Le. 6 | 

for identification, 

, ‘sg ; 4 
Is that the Xerox that you made? 
| 


A Yes, sir. 


MR. STEIN: Your Honor, 


at this 


into 


Defendant Gulf ¢ Western 


Exhibit 6, 


(Defendants' Exhibits 5 and 6 


in evidence.) 


QO Did you find 


course of your investigation? 


A Yes, sir, I did. I found 


some 
some Original art work 


letterhead and logo was being printed along + 
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were 


any other documents a 


art work, 


that indicated that the Mark 


offer 


received 


found 


Group 


ith some 


ee 
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Robert Bushee letter paper by the Gulf & Western printing 


organization. 


THE COURT: Where did you find this? 


THE WITNI They were also in the files in 
the employee relations department, sir. 
Q I show you a document marked as Defendant 


Gulf 


Exhibit Pos 


Is that what you found, Mr. McAward? 


A Yes, sir, this is a copy of it. 
Q Will you describe what Defendant Exhibit 7 


consists of briefly? 


> 


Yes. It's a logo, looks like a capital M 


standing over a capital G with an arrow drawn from the 


right into the center of the G. 


The other One 1s the -- 


MR. STOLZAR: May I respectfully suggest that 


(t 


he exhibits speak themselves. 


THE COURT: Yes, I would think so. 


Q Were any documents concerning Robert J. Bushee 


& Associates found? 


A Yes, sir. There were letterhead papers. 


MR. STEIN: 1 offer Defendant Gulf & Western 


Exhibit 7 in evidence. 


(Defendant Exhibit 7 was received in 
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evidence a 


Q Mr. McAward ‘ 


to as a result of this investigat: sn? 

A By analysis of the document rod neluded that 
resumes arriving -- resumes arriving at Gulf ¢ Western were 
being Channeled -- 

Q Continue, Mr. McAward, 

A ~~ to the Mark Group by Lawlor ana McDermott 
for their use in the business of executive search, 

Q Did you report the results of your investigation 
to anyone? 

A Yes, I did. I reported Orally to IFtin “Ss. 
Davis, a senior vice-president Of Gulf « Western, 

Q What did you tell Mr. Davis Orally? 


A That I believed there 


between Lawlor and NcDermott and 
because they appeared to be 


firm called the Mark Group. 


Q Did you follow up on 
A Yes, sir, 1 went into 


Subsequent evenings, and J] obtai 


documentation, and I Prepared a 
24, 1972. 
Q [I show you a document 
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Ision if any did 


was a 
CuUuleé «< 


an 


Your oral report? 
those office. agai 


ned informatio 


more 


Written 
Defendant 


marked 


TERS. us, COURTHOUSE 
N_Y CO 7.4580 


you 


n 
ai 


tly 


come 


on 


more 


report dated April 


Gulf ¢& 
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tr 


Western Exhibit ll. 
Is that the written report that you have just 


referred to in your t stimony: 


(| A Yes, it is. 
THE COURT: This additional] documentation, was 

that also all out in the open? 

THE WITNESS: Some was in the files, sir. 


None of it was locked. 


10 | a 


HE COURT: None of it was locked? 


1} 


THE WITNESS: No, sir. 
12 |] wee cenine , . 

THE COURT: None of it concealed in any way? 
13 | Mit ideo -" . esate. © Stans ‘ . 
THE WITNESS: Except in desk drawer So, Sir. 


14 || : 
} THE COURT: Well, were the desk drawers locked? 


15 oninake ae , 
| THE WITNESS: NO, sir. 
' 
| 
16 } Mn cmrnm ‘ uv . . * gr j 
- STEIN: rour Honor, at this time I offer 


Defendant Gulf & Western Exhibit 11 in evidence. 
i] THE COURT: Received. 
(Defendant Exhibit 11 was received in 
evidence.) 


ux MR. STOLZAR: We have consented to that. 


Q Did you say anything on the submission of your 
| 
23 | 
} report? 
24 o gee 7 Met 
A res, Sir, I suggested that Lawlor and McDermott 
25 


and other subordinates be interviewed to dctermine if t’ere | 


\ i 
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was a logical explanation for their conduct. 


Q Did you suggest that any kind o.: 


I a4 M ’ . q - A . 
A fes, Sir, I suggested that a mee 


agreed to my suggestion. 


Q Who was present when you m 


A Mr. Davis, M:*. Judelson, 


fou anythin 


say 
J 


A Yes, sir, I said that there 


people were On a course that 


be 


they were supposed to doing 


copies 
you make? 
Three. 


COURT: Who were the 


miD tTMuoee « =< it 
THE WITNESS: Mr. Davis 


got one 


Judelson got one copy, and I kept a third, 


gq about 


vour 


meeting be 


set 


1e@ sugqgestion? 


Jones. 


your 


a possibility 


suUlE & Western. 


at report did 


copy, Mr. 


Honor. 


THE COURT: Where did you make the copy? 

THE WITNESS The copies wer made in my office. 
THE COURT Photostated? 

THE WITNESS: No, sir, it was an original and 


two carbons. 


Carbons? 


SOUTHERN DIS 
FOLEY 


AICT COURT HEPORTERS, U.S 


WUARE, NEW YORK, N.Y CO 7.4560 
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| 
° | THE WITNESS: Carbons, I believe, yes 
3 THE COURT: four secretary typed it? 
| 


THE WITNESS: No, I typed that report myself, 


° || sir, because she was sick that day. 
{| 
i! | 
Did you go to any meetings concerning your report? 


“_ 


A Yes, sir, on April 26, 1973 a meeting was held 
| 

i 

| 


at which Lawlor, McDermott, and othe S were interviewed. 


H a) Were any arrangements made to record the meeting? 
| 

| 
10 || 

A Yes, sir. I suqgested that the statements made 


at the meeting be recorded so no one would have any doubts 


12 ; F 
later about what Was said. 
13 || —— Ve baa i ; 
i MR. STEIN: rour Honor, at this time I would 


like to offer into evidence the tape of the meetina that 

15 | 

7 was held on April 26, 1973. The tape cassette has been 
marked Exhibit 13 for identification, and its admission has 


been stipulated to by counsel. 


' Nryr? . \rinme . 
8 | THE COURT: Received. 
(Defendants' Exhibit 13 was received in 


evidence.) 


| THE WITNESS: I have a machine here if you want 


to play it. 
THE COURT: Is it Just an ordinary cassette? 
2A THP wrrypee ny er ae rly ye 
| THE WITNESS: NO, 1t's a modifiaod one, sir. 


MR. STEIN: We have a machine here, It's 
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approximately twenty minutcs. 


HE COURT: Is that the same thing of which 


I have a transcript? 


Q 


edge associate. with Gulf & 


con_-erning 


CROSS EXAM 


BY MR. STOL 


Q 


read your 


Mr. McAward, have you or any pers n to your know2 


‘Because y‘ 


cow Gove as vac 

THE Wilwthovos {es. 

> , Te 4s > : ._c linn 
am. STEIN: fes, it 1S, your Honor. 


1& COURT: I don't need to hear it. 


+ 
- 
r 
+ 
Y 


.estern made any statements 
or Cynthia Billings or any Gallagher p ‘sonnel 


the plaintiff for the events which led up to 


NATION 


ZAR: 


typewritten report? 


He looked at the first page, and then ne said, 


1 have kept me waiting an hour ane a - i 
rr arh te ‘ " 

mec wnat’ Ss in Ge 

But you handed hi.m one of these three coples: 


Yes, and then he handed 1t back to me. 


THE COURT: Did you leave it with nif 
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with him, no. It was left with Mr. Judelson and Mr. 


THE COURT: What did you do with his copy? 

THE WITNESS: I didn't prepare a Copy for him, 
sir. 

THE COURT: I thought you told me you gave one 


to Bluhdorn, one to vudelson, and one to Davis. 


THE WLTNESS: I gave one to Bluhdorn, and he 
gave it back. 
THE COURT: What did you do with it after he 


gave it back? 
THE WITNESS: Mr. Judelson had one and Mr. Davis 
had one. 
THE COURT: I know. What did you do with 
Mr. Blundorn's copy? 
THE WITNESS: I gave it to Mr. Judelson. 
THE COURT: You gave Judelson two copies? 
THE WITNESS: NO, sir, I only had three copies. 
THE COURT: Well, we are missing one copy 4S I 


see it. 


Go ahead. One copy is floating around some~ 
where. 
‘ 
THE WITNESS: NO, sir, I have a Copy: That is 


the third copy. 
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Q Had you, prior to going into the meeting of 


April 26, 1963, formed a final definite conclusion as to 


whether the Mark Group was authorized or was a part of the 


Gulf & Western operation? 


A liad I personally formed a conclusion? 
Q ¥ess 
A I was personally of the opinion that it was not 


an authori: ed part of Gulf & Western Industries. 


Q Did you have any reservations? 
A Did I have? No, sir, I did not. 


Q Why. then, sir, did you in your April 24, 1973 


typewritten report on page @ captioned "Questions raised, 


the documents and the resulting investigative work raised 


the following questions: 

"Is the Mark Group a privately operated and 
owned firm dominated by Lawlor and McDermott to 
which Gulf & Western will be oz is s channeled 
for the personal benefit of these emp. 

"Ouestion 2: 
"Are company facilities and 
misused today for the private benefit 


McDermott? 


"3. Are Lawlor et al therefore engated in a 


damaqing conflict of interest as a result ot their 
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Mark Group activities?” 

There are other such questions. 

A Yes, that was to give Lawlor and McDermott the 
benefit of the doubt that perhaps the other senior members 
of: management had. I personally had no doubts, sir. 

Q Who of the senior management did you question 
concerning the Mark Group? 

I spoke to Mr. Davis about the existence of the 
Mark Group. t checked with Mr. Forson, wno was the 
treasurer, to determine if there was an organization known 


as the Mark Group within the Gulf & Western hierarchy. 


Q Did you question Mr. Lawlor? 
A No, sir, I did not. 
e) bid you question Mr. McDermott? 
A Nos okey oe did not. 
Q Did you question Mr. Boester? 
A No; sit; 3 did not. 
9) pid you question Mr. Judelson? 
A No, Sirs 
THE COURT: Did you question Mr. Biondi? 
THE WITNESS: No, sir, I did not. They all 


appeared to be part of it. 


Q Judeison appearea to be part of it? 
A No, six, not Judelson, those mentioned on the 
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"Therefore, 
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full 


our investigation 
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ask 
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developed 


facts. 
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did not. 


through 
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then 


questions 
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anv questions of him? 


So you were a spectator? 


No. 


Your 


presence 


wasn't 


even 
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right? 

A No, sir, I would be able to refute something 


that perhaps he said that I did not include in the report. 


Q Was there anytiing he said that you could refute? 
| 
| A I may have made a comment or two on the tape. 


iL don’t recall. 


Q Was there anything he said that vou could refute? 
MR. STEIN: Your Honor, we have a varbatim 
transcript of what occurred in the meeting room. Perhaps 
if the witness looked at the transcript which has been 


admitted into evidence, he can best answer the questions. 


THE COURT: Let's see what he can do on his 


own testimony. 


THE WITNESS: Your questio., sir? 
8) The question was, was there anything that Lawlor 


said at the April 26, 1973 meeting at which you were 


present which you could refute? 


! 

i| m" : ; 

A There were several points that I felt I could 
| 


have refuted, but they were refuted by the other senior 


management officials there. 


i 9) Would you tell us what those points were? 
| 
A Specifically I do not recall, sir. 
| Q Did Mr. Lawlor withhold any answers to any of 


i| the questions put to him Judelson? 
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through the 
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He gave them answers to Mr. Judelson's questions. 
Did you have any facts or any knowledge to refute 
| 
the statements made by Lawlor? | 


Much of the refutation 


You 


Yee, Sie: 


tell us again 


personnel offices, and 


these so-called documents? 


How I came to run across 


vd 
n 


I was making a security survey of 


THE WITNESS: Gulf & Wester 
THE COURT: Who? 
THE WITNESS Martin Davis 


COURT: What was the 


THE WITNESS: The 


I could determine how leaks 


mrry 
THE 


COURT: 


THE WITNESS: would 


On: , I 


the work done. 


for 
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how 
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arrangement 
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No, your financial] arrangement. 
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you came to be look- 
how you came to run 


ro 


the building. 


n Industries, sir. 


requested that I -- 


arranaement? | 


was that I 


be paid on an hourly 
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THE COURT: Were you on the Gulf & Western 
payroll as such? 
THE WITNESS: No, sir. 


THE COURT: You remained an independent agency? 


THE COURT: You were still paid on an hourly 
basis? 

THE WITNESS: I weuld submit the number of hours 
that I had performed on a particular investigation, and I 
would be paid in due course. 

THE COURT: That was SO as t this particular 


investigation? 


THE WITNESS: Yes, sir, as it is with all of them. 


THE COURT: How long had this arrangement gone 
on with reference to this particular Lawlor matter here? 

THE WITNESS: This particular investigation ran 
probably a month from the time of my receipt of it PEL the 
Lawlor's termination. 

THE COURT: You were paid the same way, on an 
hourly basis, submitted a bill; is that it? 
THE WITNESS: At the end of the report I sub- 
mitted a bill for what I had expended in time, yes. 

Q Isn't it a fact that you were not specifically 


retained to examine into Lawlor or the Mark Group, but that 
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“ j| you were originally retained to do a security check 
revolving around potential leaks of intra-corporate inform- 


ation to the media including the Gallagher Presidents Report? 


6 || ; are 
. 8 And that in the course of that security check, 


you happened to run across the piece of paper that contained 


8 | ; 
the word "Gallagher," and therefore you went on further? | 


A That's wasn't why I went on further with Mr. 


c 


' 


Lawlor, no. That happens to be a piece of paper -- | 


| THE COURT: Were you working under anyone's 


12 : | 
supervisor? 
1] 
13 | : 
. THE WITNESS: I was reporting directly to Mr. 
: 3 ] 


i | THE COURT: You were the one determining what 


tae you investigated, the day-to-day detail of your work? 


Oo 
fo 
2 
»- 
n 
° 


i] THE WITNESS: Yes, sir. 

| 

| | 
18 men CIIOT TAM. acb a ; tin ar! na l + Tel | 

| Mit. OLOLGAIS I ask your mono! s inaulgence. 


I have not had a chance to see this document at length. 


| 
20 


9 | ‘ ° t 4 7 3 2 ' } 

21 Judelson, who is the president of Gulf & Western, has a 
i 

99 


HR. STEIN: Your Honor, Our next witness, Mr. | 
| 
} 


eh 
i] 


commitment out of town tomorrow. I wonder if could put 


23 | 


him on now and recall this witness. 


THE COURT: Sure. 


~ 
4 


t 


MR. STEIN: Mr. McAward, will you step down? 
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| 
| 
| 
DAV ID N. JUDELSON, called as a witness 
in behalf of the defendants, being first duly sworn, | 
| 


4 testified as follows; 
5 ih DIRECT EXAMINATION 
i] | 
6 |] BY MR. STEIN: 
7 | Q Mr. Judelson, would you briefly describe your 
| 
8 || relationship to Gulf & Western? 
o 4 A I am the president of Gulf & Western. I am 
10 one of the three original founders of the company in 1956. 
: . 
ll |} I am the chief operating officer. As such, I am respons- 
12 | ible for all the operatings of Gulf & Western which, throuah 
] 
13 || eight groups, employ approximately 70,000 people, have over | 
1 | 
i : ; 
14 || 250 plant locations, over 1200 sales offices in every state 
| | 
} 
15 |] in the union except Alaska, and every major foreign country 
i 
| 
| . - . . 
16 || and many minor foreign countries. 
17 | Q Mr. Judelson, you are also a director of the 
| 
| | 
18 | company, are you not? 
, at 
19 A I am also a director and a member of the executivg 
20 || conmunittee. 
a | Q Up until April of 1973, did your duties involve 
22 | . | 
Sa the employee relations department? 
23 A Well, that department reported directly to me. 
24 Q When Mr. Lawlor was vice-president employee 
| 
| relations, he reported to you? 
| 
| | 
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A Yes, he was, and I believe I hired Mr. Lawlor 


in 1968, I think it was. 
Q What were Mr. Lawlor's duties as employee 
relations vice-president? 
AN 
for te corporation, for the recruitment of personne 
the lowest as well as the highest executive level. 


‘ 
ve 


if 


1 


would be responsible for manpower planning and then it 


development, and also he would ke responsible for all 


matters that would have to do with employee morale, 


sugges- 


A He would be in charge of all employee relations 


at 


tions with regard to that, systems for analyzing people's 


performance, suggestions for promotions and/or wage 


Q Mr. Judelson, did from time to time applications 


increases 


for employmen t for positions with Gulf & Western come to 


your office, to your attention? 


A All the time. 


nake at your instance of applications for employment 


resumes? 


A The ones that would appear to be of a more 


senior level would be brought to my attention by he 


ones that were not as senior she would just send directly 


to employee relations department. 


After the ones that I saw that she gave 
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The 
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Open up a bank account, there is a procedure for 


isn't there? 
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2 || I would forward them to the employee relations department, 
' 
i! ° 
3 |} @Aand in all cases I would put Mr. Lawlor's name on it, so she 
4 || would know where I wanted it to go. 
1] , : 
5 fl Q What information regarding applicants did Mr. 
6 || Lawlor have access to? 
ae A Ne had total information to all resumes and to 
| 
8 |i anything that he would want to know about throughout the 
| 
9 corporation about any personnel. 
in] O Would he have access concerning ide ntity of 
11 employees as well as their skills? 
a A Absolutely. 
I 
13 || Q Mr. Judelson, what is the Gulf & Western policy 
| 
l 
14 jj respecting banking relationships? 
| 
| 
5 | A Well, it's a violation of the corporation and 
16 || the charter which is set up that any bank accounts by any 
i} 
17 || company or any group within the Gulf & Western corporate 
i] 
18 Structure cannot be established without brinaing it to th 
ty 
i} 
19 | attention first of the senior vice-president in Charge of 
| 
yn banking relations, and then, if it is approved by him, it 
| 
21 | must get approval by the board of di rectors of the corpora- 
1] 
| 
99 «| . 
22 || tion. 
i| 
23 | Q So that if an employee of Gulf & Western wants to 
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A No, there is none, h:zcause no employee of Gulf 


& Western could establish a bank account except for himself 


personally. Only a company entity, a company entity owned 


procedures that I have just state: 


7 | Q Did you ever consent to the organization of an 


» 


in-house placement or personnel agency operating in Gulf 5& 
Western? 

10 A Never. 

Q Did you ever become aware that such an in-house 


12 ina? 
vs placement agenc: was so operating? 


3 | A Did I become aware? 
| | 
| 

\4 2) Yes. 
| 

5 | | . . - ¢ 
IS | A Only in the spring of last year when I was made 
16 aware of this through information forwarded to me by M 


" 


7 | Davis, that a compny called the ‘ark Grovp nad heen estab- 


18 lished. That was the first I heard about it. 


19 | Q Did you ever authorize a company called the 


! | 
i} 

4 ! 1 ’ . . t 

20 || Mark Group to become a member of the Gulf & Western group of 
| 
1] 

9 BARS rioaiet a 

21 i companies as a subsidiary or a diivision? 

22 || 

i A Absolutely not. 
1} Y 
i 

3 ; : 

23 Q Did you ever authorize it in any form as an 


yy} ° 
“A I entity? 


aie | A Absolutely not. [I had never heard of it. 
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Q Did you ever 


bank account? 


A Absolutely not. We 


Lawlor any plan looking 
the umbrella of Gulf & 
out? 
THE WITNESS: 
THE COURT: 
THE WITNESS: 


yes. 


authorize 


Did yot 


to the 


Western 


the Mark Group 


formation of an cr! 


to 


handle placemer 


Is that the uestion? 


my bb ; 
That 15 


the question. 


to 


have a 


itity within 


1t in and 


The answer to that is absolute 


When? 


About 


to this information about the 


Mark 
Mark 


a 


Group that wa 


to me in ne spring of 1973, so it would have be 


spring or the summer of "KZ. 


Mr. Lawlor 


that time he asked me about 


interested in the establishment 


came to 


management placement company t 


Gulf & Western. 


The idea behind 


One would be that we would be 


regular company on the 


outside 


"Vy 
my 


} 
} + 
nac 


office one day 


yhether or not I wou 


would be set u 


able, by advertisi 


world, that nas no 
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available for hirina within Gulf ¢& 


time, we would be able to have 
personnel, and we could place 


At the same time when we were 
directly and resumes were sent 
this company, and if we coaldn 
would be able to place them ag 
this is companies within Gulf 


mh 


ine reason I rememb 


that I was a solutely shocked 
HDe€ing broached I told Mr. 


avallable 


can't quote myself directly but I 


which I speak, that this was an absolu 


est to the corporation. 

It would be counter; 
poration was about. It was 
products 
management placement buisness. 


ir. Lawlor t that 


roductive 


, GOing all sorts of things, 


what -- you have to go back now about 


ago -- that manyof these companies, 


) 


public, and there was high mult iples 


SOUTHERN DIST AICT COURT RE PORTERS 


FOLEY JUARE, NEW YORK 


6 


fe} 


10 


1] 


12 


13 


\4 


15 


17 


18 


19 


22 


~) 
wt 


R71A 24 


bs58 Judelson-direct 
being put and what-not, and that this might be something 
that we'd went to chen take Public, and we'd have a vehicle 
with a high multiple that we could do all sorts of manage- 
ment service requirements within this Structure, 

I told Mr. Lawlor I was not interested in aR ce 
that it could have nothing to -- that would be of any mean- 
ing in the world that Gulf s Western lived in day in and 
day out by the very magnitude of Gulf ¢ Western compared 
to what this could be, but Overriding ali of that was the 
approach that would be cou. terproductive to the corporation: 
and what I said to him at that time was that if in fact we 
embarked upon this course, that eventually no management 
placing -rompany would ever give us resumes when we wanted 
people for ourselves, because they would know that what we 
would do with them would be to put them in our own compa ny 
who would be in competition with them, an what would happen 
would be that our Sources, if we could not get these people 
through advertisements, and we have never been that success- 
ful through advertisements, and we hau to go to outside 
Management placement firms, they would be afraid to go 
ahead and give us Personnel for what our Cvcry~-day life 
blood requirements were to replace people who were either 
reitiring or who quit or who weren't found to be competent. 

So [ said that I frankly was SUrprised at the 
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judgment that he would even broach the subject with me 

because it was a sheer violation of what the best interests 
f£ the corporation were. 

I told him at the time that he had enough to do 
in his job without thinking about setting up any other 
entities. {I told him at that time that I was totally 
Opposed to the subject, that I would not have it,and that 
under no circumstances did I want to hear about it again, 
and that is a fact, your HNonor. 

THE COURT: Was there any discussion of any kind 
of a pilot program to see how it would work? 

THE WITNESS: There was at that particular time. 
I said to Mr. Lawlor, I said, "One of the first things I 
told you when I hired you in '68 was that I wanted a file 
in this company that was a profile of all of our key 
executives throughout the corporation, so that if in fact 
company A needed, let's say, an engineer of a certain type, 
and company B three thousand miles away owned by Gulf & 
Western had somekody who could perform that job, that we 
would know who at company B cculd perform a requirement as 
needed by company A, and maybe this would be an advancement 
for that man working in company B going to company A." 

I told him tha. up to this time that file was not 


set up. This was four years later. J said, 


SOUTHERN DISTRICT COURT REPORTERS. U.S. COURTHOUSE 
FOLEY SQUARE, NEW YORK, N.Y, CO 7.4580 


Le] 


Judelson-direct 


hasn't even been done, and now that we have talked ahout 
; 


this,” 


In the Gulf ¢ Western business Plans, and each 


, 


department Submits a business plan, in LO: 1972, what is 


referred to as a management re: 


sOurces Program, is Outlined 


in there, Which is this Nanpower plannina and development, 


finding out what our requirements are throughout the cor- 


poration, who our people are that we have that could g 


et 


advancements, where could we get personnel from Outside, 


and to build that file up in Gulf ¢ Western; 


and there was 
none. 


“And I said to him at that tire, "Just g2t on with 


doing that. That's been one Of your Original directi 


voc 
¥OoS 


from me Since '68 and it isn't here, Why talk about 


now setting up as a separate company when we can't even 


Fill our Own needs?" 


THE COURT: Now would you mind inswering my 
question? 

THE WITNESS: I thought that answered Lt. 

THE Court: No, I asked YOu whether you dis- 
Cussed set ting UP a pilot Program along the idea that he | 
Suggested, 

THE WITNESS: Well, the Pilot Program -- 

THE COURT: pid you? Yes or no? 
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Along 


he pilot Program js what 


‘ 
THE Court: Yes or no? | 
| 
} THE WITNESS; The Answer to tha . Yes, but Ze | 
| 
6 | | 
> | . P 
i| Should have already been done, but not as a company Within, 
7 | rg YArror Ay . my} ‘ 
| THE COURT: No, listen, ‘Ne pilot Program to 
| 
8 | f , eile | 
i] act as a Placement agency for Placing People Cutside of 
if 
HT 
9 || 


ct 
fe) 
hy 
| 


| 
lo | 


NESS: Absolutely and totally 


re UNequivoc-~ 


THE COURT: Or Shuffle People out? 


| THE WITNESS. No, @bsolutely no. | 
/ | 
14 | 
| Q Mr. Judelson I show you | hibit AL in evidence, 
| 
15 | ‘ L ae - 
DO you kn W what th 


| 
at document is? 


A This is the final document from McAward Associated 
a ig hai ; . . 
I} WALCh was tne information that Mr. » 


| Myself after it haq been -. I guess at the 


just hours after jit had been Presented to Mr, Davis, 
Q When Was that report Presented to YOu, Mr. 


Judelson? 


} 
A [I don't 1 ‘ the date, but it WaS like two days 
23 

before the 


meeting with Mr, Lawlor, So whatever 


& 


| 
date that | 
24 Qe would have } 


“CCN two or three days before, 


Q [ Suggest to YOu that the Meeting With Lawlor was 
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April 26. Does that help you fix the date? 
A This would have been the 23rd or 24th. I don't 
know. Is there a date on this? This is April 24th. 
It was April 24th. 
Q Mr. Judelson, are you familiar witn the contents 
of the report? 
A Well, at that time I was, I am not -- I couldn't 
tell you everything that is in there now. 
@) What did you do, 1f anything, on receipt of the 
report 
A What did I do with it? 
‘a - e > ’ | 
QO What did you do? What stens did you take 
after you received it? 
A Well, it was presented to me with Mr. Davis and 
Mr. McAward in attendance, I immediately called legal 
counsel for Gulf « Western, Robert Jones. We sat down 


and went over the contents, and I then said that this was 


an incredible thing, if this is true I will have to be -- we 


will have to -erminate Mr. Lawlor's employment with the 


company and Mr, McDermott's, I was not sure sbout Mr. 
Boester. | 
I said we will have to confront all three of thes 
people with the information that we have. I said I can't | 
| 
believe -- I will quote what I said at that pPeint, .°r cannot | 


SOUTHERN OISTSICT COURT REPORTERS, yu Ss. COURTHOUSE 
FOLEY JIARE, NEW VORK, N.Y. CO 7- 4560 


ao 


o 


ryr* » ee ae 
nvSA 


bs63 Judelson-direct 
believe this about Mr. Lawlor." 
Mr. Lawlor had had my absolute Confidence, trust 


and absolute loyalty from the very beginning. 


Q Did you in fact hire Mr. Lawlor? 
A Pardon? 

Q Did you in fact hire Mr. Lawlor? 
A Yes, I did hire mr. Lawlor. 


QO After you received the report, did you call for 
a meeting? 

A I said that I would like a meeting immediately 
set up with these people. 

Q Who was invited to the neeting? 

A Mr. McAward, Mr. Davis, Mr. Jones, and of course 
myself and then mr. McDermott, Mr. Lawlor and then, I believd, 
Mr. Boester, 

0 There has been marked in this case as Exhibit 32 
certain statements attributed to you, Mr. Judelson, that 
were taken from a verbatim transcript of what occurred at 
that meeting. 

Would you be good enough to look at Exhibit 32? 
Can you testify if you made the statements that are atrribut 
ed to you? 


A Can I do what, sir? 
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| ) ? oe 
2 ments that are atrributed to you in Exhibit 32? | 
3 A I believe you can tell me if it's so. It looks 
| 
4 like my words, and I guess this is the transcript of the 
5 | tape that recorded the conversation at that meeting. 
6 I These, I can see just from the first paragraph that that 
| | 
7 | is myself talking. 
| 
8 | Q You made these statements at the meeting. 
| | 
9 On what information were those statements based? 
| | 
10 | A Statements that I made here were based Upon the 
| 
11 | information submitted to me in this document called Exhibit 
i} 
12 | No. 11, and also on the responses that Mr. Lawlor when I 
1 | 
13 asked him about them. 
4 QO Were the statements you made at the meeting 
15 | true? | 
on 
16 A Were they true? 
7 G Yes. | 
18 | A Of course they were true. 
19 Q Did Mr. Lawlor deny any of the statements that | 
20 you made at the meeting? 
21 A Did he deny any statements that I made? 
a i Q Yes. 
23 A Yes. When I told him about this whole 
2A escapade that was taking place, he said, "But, Jim, you 
25 and I discussed this." 
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And I sail, "We had discussed a portion of what 
happened here because you came to me in this meeting" -~ 
I talked about that a year before, nine months before, 
“and I told you we would absolutely not do it," and I think 
the transcript will state that. 
Q The transcript is in evidence. We needn't 
| 
| 


go into that. 
Why was Mr. McAward at the meeting? 

A Mr. McAward was at the meeting because he was 
the one who was hired by the corporation to do security 
surveillance. We have had in the past leaks of inform- 
ation, and it's just good operating business proceaure. 


Mr. McAward has been hired in the past, and previous to 


this, to make certain that people in key executive posi- 


tions were not inadvertently just putting information -- 


| 

| 
leaving it on their desks and things like that, and so one | 
of the things that he was charged with was to go ahead and 
see if people were doing this, and if they were doing this 
we wanted to know about it so we could bring it to their 


attention and make sure that we had good security within 


the corporation, because especially in the several months 


papers and publications that came from people -- a person 


. 


Or persons who were only in very select meetings, and s¢ 


SOUTHERN OIS1 hICT COURT REPORTERS, U.S. COURTHOUSE 


just prior to this, there had been leaks to various news-~ 
FOLEY » QUARE, NEW YORK, N.Y. CO 7-4560 


NS 


6 


ca | 


12 


13 


14 


15 


16 


17 


18 


§ 


O54 
29K 


bs66 Judelson-direct 

we knew it was only the officers of the corporation who 
were transmitting this information and/or from memos that 
they were leaving around that other people could see, so 
Mr. McAward, to answer your question noW, WaS On one of his 


Surveillance checks, and then came upon this whole situ- 


ation that had to do with the Mark Group and mMuL Industries 


and everything else. 


6) Mr. Judelson, I would like to interrupt you. 
Can I ask you, did you have a particular reason for invit- 


ing Mr. McAward to the meeting of April 26? 


A Yes, since he was the one who came up with all 
| 
the information, I wanted him there in case anybody made | 
any reference to any of this information. I wanted to 


have it available if in fact it was needed, and since he 
was the one who obtained all the information, I didn't 
want to have anything that could either prove or disprove 
the situation that might be available not present through 
his hand in the meeting. 

Q What was the purpose of the meeting and the 
statements that you made at the meeting? 


A The purpose of the meeting was to give each of 


these individuals the absolute nth degree of consideration 
in stating why this had taken place, Although I could 


see no reason, I stil] wanted to do it, so we had the meet- 
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9 . , ‘ ; T “+s . 
> ing, and nopefully, because I had as much confidence in 
| 
3 Mr. Lawlor, he would be able to explain, but he couldn't 
| 
4 | . , a3 . , . | 
I} explain it. In fact he real ly didn't want to explain it. | 
| } 
an Q Did you consider yourself as having any duty 
I} 
6 | . , 
eA concerning the holding of that meeting? 
{| | 
7 | 
"| A Well, yes, I had a duty to Mr. Lawlor to make 
i 
8 — ee 
certain that he would be ansolutely tdlriy treated, 


To) 


Secondly, I had a cuty to the Stockholders of 


Gulf & Western, because if in fact anybody is doing anything 
ll i} that is a conflict of interest or is not to the best inter- 
ests of the corporation, I have a fiduciary responsibility 


to make certain that it doesn't happen. Otherwise, the j 


Stockholders have 4n absolute responsibility to kick me out 


Q Mr. Judelson, did you ever see an article 
| 
| 


concerning Mr. Lawlor in the Gallagher Report? 


i} A Did I ever see one? 


18 | QO Yes. 


19 


A I think a month Or so after Mr. Lawlor left, 
20 | ay ee ae . } as fk ‘ 
Saw -- I think 1t was a month Or some time after, anyway ols 
‘ 1 | , : ° 1 - | 
2 i there was an article that came out in Gallagher's Report ohae 
29 | 


waws shown to me. 


Q You read the report? 
2A . 
ome A Yes, I did. 
25 
Q Have you or any person associated WLth Gulf 4 
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Western to the best of your knowledge ever made any state- 
ments to Gallagher's or Billings or any person connected 
with Gallagher's concerning the plaintiff or the events 
which led up to his resignation on April 26, 1973? 


A I personally have never spoken to Gallagher's 


about this, and I don't know of anybody who has 
MR. STEIN: Your witness. 
Thank you, Mr. Judelson. 

CROSS EXAMINATION 


BY MR. STOLZAR: 


Q Mr.. Judelson,: do you have any financial interest 
in any company other than Gulf & Western? 

A Yes, I own stock in many companies, and I am | 
chairman of the board of a company called Oscar I. Judelson, 
Incorporated the* was founded in 1899 by my father, which 


is a personal business, family business in which I have an 


interest. 


Q Does Oscar Judelson through its -- 
A That.’s correct, that’s correct. It's also 


called Judelson Industries. 


Q Does that company through subsidiaries or 


directly do any busi: ess with Gulf & Western or any of 
Gulf & Western's subsidiaries? 


A NO, Sir. 
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MR. STEIN: Honor, I object. This goes 


Your 


scope of direct, and it really has no 


n operation, suppliers to su} 


& Western? 


Is it a fact that they are what? 


Yes. 
Suppliers to who? 


To Gulf and Western subsidiaries? 


That Judelson subsidiaries are suppliers to 


subsid?* 2ries? 
not. 


Absolutely 


U.S. COURTHOUSE 
CO 7-4580 
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relevancy 


ssues in the case that I am aware of. 
THE COUKT: Overruled. 
Answer the question. 
Isn't it a fact that -- 
THE COURT: I think you have a pending question. 
MR. STOLZAR: He answered it. 
THE COURT: I am surry, I didn't hear the 
MR. STOLZAR: He said no. I will explore it 
THE WITNESS Pardon? 
Isn't it a fact that, through subsidiaries of 


ysidiaries 


Suppliers? 


Gulf 


Say? | 
¢ 
REA | 
| 
l | bs70 Judelson-cross 
9 
e 4 Q Would you know that for a fact? 
| 
3 A I would be pretty certain, yes. 
4 a) Are you familiar with all the companies with 
1} 
mw whom Gulf & Western subsidiaries do business? 
6 !} A The companies at Gulf 5 Western do business? 
! 
: Q That's right. 
8 |i | 
H A Let me ask you, are ~‘ou asking me if --- 
| 
| 
9 | , 
2) I am asking the questions. 
10 | , 
A -- if Judelson supplies products to Gulf 5& 
| 
il Western or Gulf & Western supplies products to Judelson, 


} Q Either way. 
| 
14 || 
i THE COURT: Either way. 
} 
5 CI ° 98 . 
oa | Did any of your subsidiaries of Judelson do 
is || | 
: business with Gulf ¢ Western or any of its Subsidiaries, 
wo F 
; | either way? 
i 
i} 
18 I MIM? wrmarrecc laa 7 _, = -4 mm 
I THE WITNESS: They do not do business. Through 
i} 
i] ‘ , ‘ P . | 
19 | some of their distributors they may do a thousand or two 
| 


thorsand dollars from Morse Twist Drill, which is a company, 


9 ‘s ° 
21 but i don't know if they do it. 
2 


Your Honor, could I please just state this? 


{ believe what is being tried to show here, and I know this 


24 | P 


from the depositions, that I also have a conflict of inter- 


—] 
ry 


est, and that Mr. Lawlor did not, throuch the Mark Group, 
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and that there is a correlation. 
The facts of the matter are that ry interest 
in Judelson Industries is known to the board of directors 
of Gulf & Western, it has heen printed repeatedly in proxy 
statements that go not only to the stockholders of Gulf & 
Western, it also has been registered with the ecurities 
and Exchange Commission in Washington. It is known by 
every single official within Gulf & Western at the too. 
There is absolutely no conflict of interest. 
This company does not compete with Gul 
not supply products to Gulf & Western, and my entire relat. 
ship with Judelson Inductries is totally known and outlin 
in the proxies, and you cannot, no matter how you try, Sir, 


equate this to an unknown entity of which there was an 


absolute conflict of interest. And I would be very happy 


O 
rn 
wn 


your Honor, to tell you what the differenc 
THE COURT: Sir, why don't you leave that robe 


to me and just see if we can get the testimony here. 


THE WITNESS: Fine. 
THE COURT: That may be one of my problems. 


2) Do these proxy statements and all these fine 
instruments filed all over the world to explain what 
happens insice of Gulf & Western and its subsidiaries also 


contain information concerning a coupte of subsidiarics 0! 
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question. 


: Gulf & Western through whom one Joel Dolkart is alleged to --| 
3 MR. STEIN: Your Honor, I am going to object. 
4 {t has nothing to do with this. | 
5 THE COURT: Sustained as to form. 
6 MR. STEIN: He is just trying to embarrass the | 
7 | witness. | 
. | THE COURT: Please, I said sustained as to form | 
° of the cjuestion. | 
10 | Reframe it. | 
11 ! Q Was there anyone else at Gulf & Western, during 
l2 | the period from 1968 through 1973, that was guilty of a 
13 | conflict of interest, to your know ledge? 
4 A Guilty of conflict of interest? 
15 Q Yes. 
16 A To my knowledge, no, sir. 
4 7 | (@) Was Joel Dolkart on the payroll of Gulf & 
18 | Western or any of its subsidiaries during the period that I 
: 19 | have just asked you about? | 
20 MR. STEIN: Your Honor, I Object on the grounds | 
21 || of relevance. There is no issue in this case concerning 
a | Joel Dolkart. 
23 | THE COURT: I assume it's made wih a view to 
a | offering some proof. On that basis I wil? «+ te;5* the 
| 
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MR. STEIN: Your Honor, may I just make a 
Statement? 

There is pending inthe District Attorney's 
office for New York County an investigation of the Joel 
Dolkart matter, and I am uncomfortable as a lawyer for the 
company having any statements made by Mr. Judelson on the 
public record concerning a matter th 
the DA's office. 

THE COURT: That is certain)’ no ground for 
asserting some kind of privilege. 

Answer the question. 

A I will answer the question. 


t 


Mr. Dolkart was general counsel for Gulf ¢ 


Western. He was a partner of Simpson Thacher, and he did 


alse iave a Salary from Gulf 5 Western. 

Mr. Dolkart, according -- and this I can state 
absolutely because it's a matter of public record and news 
release -- the partners of Simpson Thacher advised Gulf §& 
Western that Mr. Dolkart was extorting funds from their 
firm from fees that were paid by Gulf & Western and other 
firms to Simpson Thacher. They had asked for his 
resignation and received it. 


Immediately upon receipt of this information, 


Gulf & Western demanded and received Mr. Dolkart's resiana- 
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tion, and the matter is now before thel.strict Attorney. 


THE COURT: I don't see that that bears on this 
at al. He is only an employee of Gulf 5 Western with a 
conflicting interest, whatev er it may show as to Simpson 
Thacher, 
Q The question I want to ask is whether or not 
Mr. Dolkart, as general counsel to Gulf & Western, had 
anything to do with the drafting of the employee conflict 


of interest policy? 


THE COURT: Sustained, SO what? What differ- 


ence does it make. 

MR. STEIN: Thank you, 

Your Honor, I wonder if we coulda expedite the 
cross-examination, because the court day is ending, and Mr. 


Judelson has to be out of town tomorrow. 


MR. REINER: I have a few questions myself, your 


Honor. 
THE COURT: I am doing all I can to expedite it. 
MR. STOLZAR: We are too, your Honor. 
THE COURT: Preparation helps, 
Co ahead, 
MR. STOLZAR: YOur Honor, this document was not 
Fresented till y Sterday, 


THE COURT: Well, it should have been + roduced 
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OQ 
in examinations before trial months ago. RE8A 


MR. STOLZAR: We tried to obtain it, your Honor, 


but we were not able to do so. 


THE COURT: You never came to me with any 
appl ication to get it, or you'd have had it. Anyway, 
proceed, 

MR. STOLZAR: I am sorry, your Honor, we did 


have an application before the Magistrate. 
QO Were you aware, Mr. Judelson, of the statement 
in Mr. McAward's report of April 24, 1973 that said: 
"Our work to date is still not completely 
conclusive of the conflict of interest problen. 
Absent a confrontation with Lawlor, it is possible 


to conclude that their course of conduct is innocent. 


Moreover, careers are involved that could be seriously 


injured if action is taken before all of the facts 
are developed," 


Were you aware of that? 


A Yes,. Sir; 2 was, 

Q And that was the reason you called this meeting? 
A Yes, Xt. is; 

2) And you started the meeting with Lawlor with an 


open mind? 


A I certainly did. 
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Q And you started the meeting with Lawlor with an 
open mind, and you said to him, "Mat, I ‘ve got to start 
this conversation by saying that I've placed a lot of 
confidence in you, and I don't think it was reciprocated, 
but I want to tell you something, that we'll soon find 
out that it was not reciprocated. You should not be 
surprised that people you had confidence in have not shown 
the same type of reciprocation to yourself, if you can 
understand what I just said?" 

That was your opening statement to Mr. Lawlor, 
and that, you say, indicates that you had an open mind, and 
that you were then seeking to determine facts from the 
meeting with Lawlor? 

MR. STEIN: Your Honor, Ii object. The purpose 


THE COURT: Sustained. 


MR. STEIN: The tape transcrip. shows -- 
THE COURT: I sustained it. Do you want to 
keep on arguing? You might change my mind. Quit when 


you are ahead. 

Q During the course of your operation of Gulf & 
Western, did you have occasion to ask Mr. Lawlor to out- 
place any employees or executives of Gulf & Western? 

A Out-place? What do you mean out-place? 


THE COURT: Get them a job somewhere else. 
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THE WITHESS: Pardon? 

Well, no, I'd ask Mr. Lawlor to help the people 
get other jobs, yes. 

Q 2id you follow up with Mr. Lawlor after those 
r.' juests? 

A I think sometimes I may have said to him, "Have 
you placed this man with a proper agency?" And that is 
what I meant by helping him get another job. 

I want to make it clear there was never ever any 
thought, nor was there ever -- would anybody ever think 
that out-placing would mean that this company, Gulf & Wester 
to advertise to help a man get a job, to actually go ahead 
and send out resumes by the corporation, leave alone any 
other corporation that we knew about or didn't know about, 
to get the man a job. 

What is in the spirit and sense of what I would 
say is out-place was purely help the man write up a resume. 
We are supposedly professional at that, and put him with a 
gocd management placement service. 

In other ‘-yvords, call them up, tell them this man 
is looking for a job, can they be of help to him. That 
2S 2G. That is all we have to do to help an employee. 

We are not chartered under anything to go ahead and spend 


dollars to go ahead and place an employee, and no corpora- 
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tion in the United States Would do Otherwise, more Or less 


than that. 


8) Is that what you told Lawlor? 

A Pardon? 

Q Is that what you told Lawlor? 

A Mr. Lawlor is a vice-president of the corporation. 


He would know that. 


Q It was within the scope of his duties to maxe 


those decisions as to how to go about Out-placing a man? 


A If Mr. Lawlor wanted to advertise, he would 


have to get permission, and he never got it, and he never 


requested it. 


Q Did he advertise? 
A I don't know if he did or not. 
@) Did Mr. Lawlor have to report to you every time 


he received $3000 into the compny? 


A Mr. Lawlor would have to report to me every time 


he received $3000 into the company? 


Q That's, ric 


A Well, since mr. Lawlor was not a Profit center, 


I do not believe that he would ever receive aw check for 


anything except his own salary, 


@) Did he have to report to you on any expenditures? 


A Yes, he would always give me, as every officer 
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does that reports to me, a personal expense account, so 


if Mr. Lawlor made a trip to a certain city, he would then 
have to put it down on an expense account form and give it 
to me for okay. 

Q Yow often did you meet with Mr. Lawlor during 
the course of his employment? 

A Periodically. Sometimes maybe every week, 
sometimes once a month, sometimes maybe not for two or three 
mo nths. 


Q And he was the top employment person in the 


company ? 


A He was the top employment person in the company. 

Q And you expected that he would exercise dis- 
cretion and would not bother you with trivia or even 
important matters; is that right? 

A Absolutely right. 

Q Did you ask Mr. Lawlor to out-place Mr. Yaeger? 

A Yes, I did, I asked him to help him, if he could | 


get with a management placement agency that he knew were 
very credible firms so that it would help him get a job. 
Exactly right. 


Q Did you use those words, "Go to agencies with 
A Mr. wl¢r, I have discussed this in the past. 
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In fact, one of my favorite firms is -- 


Q Please, Mr. Judelson, we are trying to get through! 

today. Would you answer specifically as to Mr. Yaeger? 

A About the conversation with Mr. Yaeger on -- | 

Q Yes, sir. 

A The answer to that, I don't know, I don't remember 
| 
| 

Q Did you ask him to out-place Mr. RBoester? 


A I didn't ask him to out-place Mr. Poester. 
I told him that Mr. Boester was not, as far as everybody 


was concerned, doing his jo. in a professionsal way as the 


corporation would like. Mr. Boester was not a young 

man. He was a fairly old man. } said, “Mat, it will | 
| 

be very difficult for this man to find another job. You 


will do yourself a favor if you don't have this man working 
for us because he is not up to what I would think would be 


the highest professional standarils that you would have. 


Therefore, take as much time as you want, but see if you 
can't find this man another job, maybe having him go with 
a management placement service, but tell him too to start 
looking for another job, because he should eventually get 
another job, and he should not be with this company." 

shat is exactly in so many words what I told 
Mr. Lawlor. And incidentally, eight or nine months later 


he was still with the company. 
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@) Did you have any personal contact with Mr. 


Boester prior to those conversations with Mr. Lawlor 


about having Bocster leave Gulf & Western? 


A With Mr. Boester? 
0) Yes. 
A Not -- I do not believe £f dia. I think my whole 
discussions about Mr. Boester were with Mr. Lawlor. 
@) But you never met the man personally before | 
that? | 
| 
A Oh, of course I did. I didn't talk ahout his | 
| 


leaving the company when I met with him. 


In fact, I am almost certain I didn't. 


ia) Did you give Mr. Boester a letter of recommend- 


‘@) I asked you whether you met with him personally. | 

A Oh, yes, yes. | 

Q How frequently did you meet Mr. Boester person- | 
ally? | 
A Over the course of the years, maybe a dozen Cinen 

| 
something like that. | 
Q Did you discuss this position in the company with! 

Mr. Boester? | 
MR. STEIN: Your Honor, I object on the grounds | 

of relevance. | 
A The answer fo that is I do not believe I did. | 
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ation to his present employer? 

MR. STEIN: Your Honor, I object on the grounds 
of relevancy. 

THE COURT: Overruled. 

THE WITNESS: Am I supposed to answer that? 

I didn't hear, I am sorry. 

THE COURT: Yes. 


Did you give hima letter of recommendation? 


b4 
“a 
= 
D 


THE WITNESS: I really don't remember. 
asked for it, I certainly would have. I don't 


he asked for it, but I would be very happy to have done it, 


yes. 
QO You would be very happen to give this man who -- 
THE COURT: That is what he said. 


Next question. 


THE WITNESS: Yes, absolutely, sir. 
Q This despite the fact that he was not 


performing his services for the company? 

THE COURT: Sustained. Never mind. 

Voice your objections out loud though so the 
record shows it. Otherwise it looks as though I am doing 
the objection. 

Q Do you recall the April 26, 1973 meeting with 


Mr. Lawlor, you said: 


SOUTHERN DOIS’HICT COURT RE PORTERS, U.S. COURTHOUSE 
FOLEY J. QUARE, NEW YORK, N.Y. CO 7-4580 


| 
| 
| 


al 
Ke 
1 |] bs: 
7893 Judelson-cross 
2 || 
"SO you had this whole idea -- th 
| 
3 | 
' . 7 1 
| be done. If in fact you had all, tha 
| 


ey y 3 
ba f | 
4 | 
| 
it this would 
t whole idea, 


! Mat, why did: 't you do it under Manacement Resources?" 
5 |i | 
i} MR. STEIN: May I have the page, please, of the 
i} | 
6 | 
transcript you are reading from? 
| 
| MR. STOLZAR: bit | 
3 | | 
i 
iI MR. STEIN: Your Honor, as a courtesy to the 
| 
witness, may we hand him page 13? 
10 || 
tl 
} THE COURT: Yes, sure. 
i 
a Of ; : ; 
{| MR. STEIN Mr. Stolzar, would you indicate where 
| 
| 
 —— 
you are readina from? 
13 
THE WITNESS: You are on page 13? 
14 
‘| MR. STOLZAR: Next to the lust J. statement 
Bb | 1 
(indicating). 
I 
16 | 
i| 0 You did make that statement, didn't you? 
7 
1] A Pardun? 
i] 
13 | 
i} 2) You did make that statement, didn't you? 
| 
19 | 
A Yes, that's my statement. 
20 | 
i Q Where did you learn the name Management Resources? 


s 1 told 


Management Resources, a 


ty? 
: 


was a catchall term that was 


i these management profiles of personnel within Gulf & 
| 
c | 
| : 
| Western or people who sent us resumes, tc collect all of 
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this under what was called Management Resources. It was | 
a term, and it's in our business plans. It's there to 
see. 
Q Is it anywherein the McAward report? 
me : ; | 
A I really don't know. PE 2G is; Ae: 36s ana 22 
tt isn’t, it isnt. | 
' 
Q Was Management Resources suppoed to out-place 
employees of Gulf & Western? | 
A Absolutely not, in the connotaticn of doing any- 


thing other than piacing employees that were going to be 
going out of Guif & Western with these management firms, to 
see if they couldn't help them place these people, so they 
could quickly get another job. 

Q If they weren't suppose to do that kind of work, 
why then did you ask Mr. Lawlor why he didn't do this under 


Management Resourc: $? 


A Why he didn't do this under Manavement Resources? 
Why don't you go back up to the top of the page 
and read what made me say that. Mr. Lawlor had arready 


stated, because I reme.itber the conversation very weli, that 
he was doing Gulf & Western a big favor by doing this out- 
side of the company unbeknown to the company, setting up 
bank ccounts unbekown to the company, and then after it 


was really flying high, he was qoing to bring it back into 
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the company, into Gulf « Western. 


tr 
Wel 


I said, 


that, Mat? Why didn't yo 


u 


ght that was right?" 


It was in response to exactly 
16) That was the conversation? 
A Furthermore, Mr. Lawlor also stated at tt 


that 


that conve 


also doing it so that personally he oc 

his own taxes. How do you equate that to takin 
that Gulf & Western OWNS Outside and then bring it 

(a) Is that your recollection of what vou ea 
the April 26th meeting? 

A You better believe it. TE you read the 
Script, you wili find it there. 

9 Would you find it for me? 

A Well -- 


MR. STEIN: Your Honor, the transcript of 
tape is in evidence. The verbatim transcript is 
able for all to see. I don't think that there is 
purpose to be served in ex mining the witness on thi 
transcript. 

THE COURT: We will take the witness. 

Me said he did. If he reads it so readily there, 


Ought to be able to tell... 
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% MR. STOLZAR: It's not there. That is why I 
3 have asked the witness. 
4 THE COURT: I assumed that. 
5 | THE WITNESS: I£ you will give me enough time, | 
6 and if you stay here -- | 
7 : THE COURT: How much time do you want? 
8 THE WITNESS: If you will stay here, I will find 
9 | it for you, because I know I said it. It's on the tape. | 
10 | THE COURT: It is my lot in life to stay here 
ll | long. | 
12 THE WITNESS: I work long hours too, your Hnor. 
13 | THE COURT: The only trouble is you aren't my 
4 only customer. I have more back there. | 
15 THE WITNESS: Your Honor, first of all, I'd like 
16 ! to just go to the next page, which is page 14.: After 
ae || that statement that he brings up in which Igsaid, "Why didn't | 
| 
id } you do it under Management Resources" -- 
19 | MR. STOLZAR: Your Honor, I object. | 
2 | THES COURT: No, I think it's responsive. | 
21 1 You asked him why. He can talk for three years and 
2 responsive. 
23 MR. STOLZAR: The last question I asked him, 
‘our Honor -=- | 


THE COURT: I heard what you asked him, 
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Go ahead. 
THE WITNESS: Well, the next statement, your 
Honor, says -- I will read the statement he refers to: 
"So you had this whole idea ~-- that this would 
be done. If in fact you had all, that whole idea, 
Mat, why didn't you do it under Management Resources? 


"MAT LAWLOR: (Unintelligible mumbling.) 


"“JUDELSON: Why didn't you do this thing under 
Management Resources? If you needed funds to do 


this, why didn't you come to me and say, ‘I'm doing 
this -- 

"MAT LAWLOR: Well, now, wit a minute, Jim, I 
went to you and said I was going to try to work some 
things out. Now I haven't had a chance to talk to 
you about each and every thing I did, but -- I think 
that, and you say of who relies on who. I know one 
thing, I relied on you to have faith in me because 
most everything I've ever tried to do is in that one 
direction -- 

"JUDELSON : (Interrupting) Mat, the fact is 


that you did come to me and say how about setting up, 


A, a Management Resources, and I said to you, 'No way, 


Mat.' If you remember that. 


You 


. 
a 
3 
(tr 
aus 
Cal 
f 
w 
ct 
: 


“I said, *I‘m not interestc 
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. don't remember that? 
. "LAWLOR : Oh, no. 
. “JUDELSON : Oh, yes I did, I said if you want 
' to set up a Management Resources, as an internal 
: situation so that you can go ahead and have a name 
' for a group coverage of all the various people that 
' riaht in here, I said, 'Go ahead and do that, but 
’ no Corporation, I'm not interested in fees or anything 
| like that. | 
" | "You recall that, do you not? 
sa | “LAWLOR: Well, Jim, I don't know about the 
a no Corporation. | 
14 
“JUDELSON : But in any event we did have a | 
» Management Resources here, Mat, so why didn't we | 
7 just continue with that? P 
¥ "LAWLOR: Well, for the simple reason some of | 
* these thing has has been handled in the outside is what 
” I'm saying, Jim, and it wasn't. 
* " JUDELSON : Mat, ©\-te I told you that I | 
™ wasn't interested in that, “.ay on your own were you 
ig setting this up, getting money put in there, having 
\ 23 
an employee of Gulf & Western by the name of McDermott 
” as a registered check signing name at the bank, right? | 
ws | 
| 
| 
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"MR, MCAWARD: Union Trust. 


MR. JUDELSON: Yeah, Why did you have all 


these things done without discussing, 


don't you think 


that's there's something wrong here, Mat?" 


Page 15 -- 


MR. STEIN: GO to page 16. 


THE WITNESS: Go to 16? 
MR. STEIN: Yes. 


THE WITNESS: What happened to 15, no 15? 


MR. STEIN: There is no so 


THE WITNESS: Okay, it reads On here: 


"Why did you do all these things with out dis- 


Cussing, don't you think that there's something wrong 


there, Mat? 


“LAWLOR: I would had like to discuss the whole 


thing with you, sure, 
"JUDELSON: You didn't, 


“LAWLOR: Jit, ZT frankly, I, it was when I, 


because it was all -- 


“JUDELSON : Monahan knows nothing about this? 


"LAWLOR: No. 


"JUDELSON : Why do you have, why then in your 


thinking 


and in your Plans is Monahan a key person in 


this to take Care of New Jersey and New York, Mat?" 
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This goes on about all the different peapie he 
had on there. I was trying to make sure they weren't 
involved in this clandestine operation. 

If I will go on with this, as I recall, he then 
gets into his own taxes. If you want it, I will get it 


for you. 


THE COURT: I am afraid we have to jijourn. 


MR. STOLZAR: Your Honor, I am finished with 
this witness at this point. 
MR. REINER: May I just ask one question, your 


Honor? 


THE COURT: One. 

MR. REINER: I promise you it will only be 
one. 
CROSS EXAMINATION 
BY MR. REINER: 

Q I show you a copy of the May 22nd issue of the 
Gallagher Report, and ‘aie your attention to page 2, the 
article,"'Charlie Wonderful' Bluhdorn cracks cown on 

recutives." 


Take a look at it, please, and read it. 


A Excuse me, your Honor, I got it. 
THE COURT: All right, go ahead. 
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“LAWLOR: That's something I just developed. 
"“JUDELSON: Why would you develop that, Mat? 
"LAWLOR: Just a concept to see if, you know, 


some day I might put something to gether along these 

lines. I'll tell you frankly, it was in the hope 

that if I had any outside income, that with my, with 
rt 


My present tax sitution, that I wou'd at least have 


a basis for a Schedule C,”" 


which means on the first $25,000 you get a speciai tax 


credit if you don't take it persorn.lly. 


"JUPELSON: You don't feel, Mat, that there's 
any conflict of interest betwee, your getting resumes 
here and giving them to thr Mark Grou, and having 
them place the people and getting a fee? Right? 

"LAWLOR: No, Jim, I never looked at it, that 
way -~ 

"“JUDELSON : You didn't look at it that way? 

"TAWLOR: In other words -- 

“JUDELSON : You didn't look at it that way? 

‘LAWLOR: In other words -- 

"JUDLLSON: In other words, t: 9000 fee that 
was paid there, to that company, right, you don't 

feel that there was any conflict of interest for any 


of the people who were working herc, whether it was 
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McDermott or yourself? 

"I «WLOR: I didn't feel that, no, I didn't. 

"JUDELSON: "You didn't. No well ~-- in other 
words -- 

“LAWLOR: In fact -- 

"JUDELSON: The $9000 fee was purely going to 
be for Markham, “right? 

“LAWLOR: And to operate that, that total 
company with the idea that then we would have total 
utilization of that company from within here." 

In other words, he was going to bring it in. 

My recollection is total. 

Now let me tell you something, sir: The 
$9000, if he could get a split fee back from somebody, 
should have come to Gulf & Western, not to an outside 
company. It was taking money from the stockholders 


f£ the corporation. It's the same thing as when 


somebody goes into the bank and takes $8000 that doesn' 


belong to them. 


THE COURT: We have got another pending question 


Mr. Judelson. 


BY MR. REINER: 


Q Would you please read this article in Gallagher's 


Repori, and I point this out to you, and tell me whether 


SOUTHERN DISTRICT COURT REPORTERS, U.S. COURTHOUSE 
FOLEY SQUARE, NEW YORK, N.Y. CO 7-4580 


a 


bs93 Judelson-cross 3° 6A 
it is a true and accurate statement, Substantially true 
and accurate. 
A The statement is substantially true except that 
it states that: | 


"Charlie Wonderful" Bluhdorn cracks down on 


executives. I don't know that Mr. Bluhdorn is wonderful, 
but he -- basically the statement is incorrect from only 
the standpoint that I did it. I discussed this with 


Bluhdorn the day before this meeting and told him what was 
going to happen, and whether Bluhdorn did it if I didn't 
do it, Bluhdorn would have had to do it. Since Mr. 


Lawlor worked for me, I did it, but the statement is totally 


true. 

MR. REINER: Thank you, sir. 

No questions. 

MR. STOLZAR: May I ask one question on that 
item? And that is it. 


THE COURT: All right, one. 
BY MR. STOLZAR: 
Q Is it true that Lawlor extracted fees for the 


placement of executives with Gulf & Western? 


A Is it true that Lawlor extracted fees -- 
Q For the placement of executives with Gulf & 
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3C'7A | 
A Is it true that he did? 
Q Yes, sir. | 
A Well, the fees that were extracted -- 
Q Please just answer the question yes or no. 
A I'd have to know the people that were involved. | 
THE COURT: Anybody. | 
THE WITNESS: There were some people placed with 
Gulf & Western. There were people placed by the Mark 


Group while Mr. Lawlor -- 


THE COURT: The question is clear enough. 


THE VITNEWS: The answer to that, your Honor, is 


I don't know. I'd have to -- if they tell me ~-- 


THE COURT: All right, he Goesn't know. 

Next question. 

MR. STOLZAR: No further questions, your HOnor. 
MR. STEIN: You may step down. 


THE WITNESS: Your Honor, could I.make one state- 


ment to you or not? 


talk. 


do it. 


THE COURT: Not that I don't like to hear you 


THE COURT: No, I don't think so. 
THE WITNESS: Okay, fine. 
MR. STEIN: There are no questions. 


But this is an adversary system. Let your lawyer 


He gets paid for it, presumably. 
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All right, we will recess now until tomorrow 
morning at 10.30 
(Trial adjourned to 10.30 a.m., Thursday, 


October 24, 1974.) 
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1 | mbbr 1 309A | 
2 || Matthew J. Lawlor | 
3 | Vv. 73 Civ. 5443 | 
4 \ The Gallagher Presidents 
|| Report Inc., etc., et al. 
5 fi 
NEW YORK, NEW YORK 
6 
OCOTBER 24, 1974 
24 10:30 a.m. 
’ } 
: ——< 
10 (Trial resumed.) 
11 ac ap 
“’ THE COURT: I wonder if counsel could give me 
13 | some estimate of how much longer they expect to take in ied 
14 i case. | 
15 | MR. STOLZAR: Your Honor, I may have approx- 
16 } imastely thirty minutes of cross examination of 
17 } Mr. McAward, and from there on in it depends upon the 
18 direct testimoay of the rest of the defendnts' witnesses. 
19 | We may have ten or fifteen minutes rebuttal. 
20 | MR, STEIN: Your Honor, as I recali from 
21 } yesterday, Mr. Rudell was going to be recalied for the 
22 | plaint: ff. 
23 Is that still your intention? | 
2A MR. STOLZAR: I don't see any necessity for it 
25 at this poirt. | 
| 
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MR. STEIN: We had asked for a memorandum, 

MR. STOLZAR: sight. To that extent he is your 
man. 

THE ©OURT: We just asked for the vroduction 
of a memorandum. Do you have it? Come on. 

MR.STOLZAR: We have a memorandum and we have 
a letter, other letters to Gulf & Western or neople 
there so we are ready to produce whateve: chey ask for. 

THE COURT: How many more witnesse:. do you 
have? 

MR. STEIN: Your Honor, I have just two 
witnesses here and thev are going to be ‘ery prief, I can 
assure you. 

THE COURT: How about you? 

MR. REINER: One witr.css, vour Honor. 

About half an hour. 

MR. STEIN: Your Honor, I think we should 
have had an opportunity to cross examir.: Mr. Rudell on 
these documents. 

THE COURT: Have vou seen them? 

MR. STEIN: No, I havent. 

THE COURT: Produce the documents. Then de- 
cide whether you want to cross examine him. 


Meanwhile let us put the witness we have on 
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the stand here. 

All riaht, Mr. McAward, come up. 
JEREMIAH P. McAWAROD, resumed. 
CROSS EXAMINATION (Continued) 


BY MR. STOLZER: 


@) Mr. McAward, what was your specific assianment 


at the time you happened to discover the Lawlor papers? 


A My specific assianmen:. was to determine if 


possible the source of leaks of intra-corncrate information 


to outsiders, ‘ media, newspapers, including the Gallaaher 


Presidents Report. 

0 When you were retained for this special 
assiqnuent, what specific instructions were aiven to vou 
by Mr. Davis? 

A I don't recall what thev were specificallv 
except that I was to see if I could find the source of 
the leaks. 

Q Did Mr. Davis single out the Gallacher 
Presidents Report as a media to whom leaks were to be 
found? 

A It was m+*tioned. It was not sinaqled out. 
Mentioned among newspapers, magazines, and the Gallagher 
Report. 


9 Did Mr. Davis direct vou to look into the 
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offices of particuler persons in the company? 


A No, sir, he left that up to me. 

(@) How did vou decide whose offices to examine? 

A I didn't, sir. I started with Mr. Pluhdorn 
and worked down. I hit them all. 

(9) ‘hen you hit them all, whose offices did vou 
hit? | 

A Mr. Bluhdorn's, Mr. Judelson's, Mr. Davis', 


Mr. Abbott's, Mr. Forson, all the executive offices on the 
42nd floor, and I started to ac down throuch the comnanv 
roster through the vice presidents' offices and their 


surrounding area. 


(@) And you did this all after hours? 
A Yes, sir. 
2) Did you go through the desks of Mr. Bluhdorn, 


Mr. Judelson, Mr. Davis? 
A I went through the office and did not onen 
anv locked desks, went through secretarial areas. 
THE COURT: Did vou ao throucth anv desks 
in those offices? The question is st:aiaqht. Cive a 
straight answer. 
A No, sir. 
THE COURT: Did you? 


T ~ WITNESS: No, sir. 
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fe) Were you retained; in, anticipation of, litigatiun? 
MR. STEIN: Your Honor, I object. 
THE COURT: Overruled. 
A I don't believe so, sir. 


© pid you maintain a diary of the time vou srent on 


the security search? 


A Yes, $i‘. 
0 Do you have tha diary here? 
A No, sir, when I submitted tke PEL FE asan't 


need my notes any longer. 


fe) Now much time did vou spent on the security 
search? 
A 85 to 125 hours. I am not sure. I don't really 


remember what the bill was. I could work back from that. 
THE COURT: Are you still retained from 


time to time by GaW to do this kind of work? 


A Yes, sir. 

f@) Did you zind the source of the leak? 

A I don't know, sir. 

Q Did you draw anv conclusions as to who miaht be the 


source of the leak? 


THE COURT: ‘What did this lea’ have to do with? 


Did it have anything to do with the subject matter of 


| 
A No, sir. | 
| 
| 
| 
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this litiaqation? 


| 
' | 


A Ne, sir, I don't helieve it did. 
fe) When you found it -- 


THE COURT: So I take it vou just did some 


to you; is that right? 
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6 snooping on your own into other areas that weren't assianed 
8 A No, sir, I came across this, and I -- 
9 THE COURT: You care across it in somebodv's 
10 desk? 
11 THE WITNESS: No, sir, it was in the trash 
12 basket. ; 
13 | THE COURT: Some of it was in the desk, wasn't 
14 | it? 
15 | THE WITNESS: Some of it was on the desk. 
16 | THE COURT: ‘Some of: it was in the desk vou told 
17 | me I thought in direct examination? 
18 | THE WITNESS: No, sir, I cidn't go into his 
19 | desk. 
20 THE COURT: You went into file drawers, didn't | 
21 | you? | 
22 | THE WITNESS: Yes, sir. | 
= | THE COURT: You: ditn*t qo into anybody's desk? | 
24 THE WITNESS: No, sir. | | 
| 9 When you found the name Gallacdher on the sheet | . 
| 
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2 of paper on Mr. Lawlor's desk, did vou go back to 
3 || Mr. Davis and sav you want to explore that situation 
4 further? ! 
5 || A I don't recall. I kept Mr. Davis apprised of thel 
6 progress of the investi jation. 
7 Q Did Mr. David direct wu then to follow through 
8 on an examination of Lawlor's records for Mark Croup or 
9 | Management Resources? 
10 A No, sir. He told me to continue with the 
11 investigation. 
12 | 9 This is the security investigation? 
13 | A With the investigation. I had turned un somethipa 
| 
14 that I couldn't explain and he asked me to coonerate with | 
15 | it; and I did. | 
| 
1€ | 9 Were vou paid seraratelv for this other 
7 | investigation of Lawlor? 
18 | A I was paid for that report vou have. 
19 | THE COURT: What did this matter here have 
i 
20 | to do with internal security of Gulf & Western? 
21 Why did you pick these papers off people's 
2 desks and out of their files? 
23 THE WITNESS: Because the first ones I found, 
2A your Honor, had the name of an organization that didn't 
5 | 
| 


belong to Gulf & Western. 


ca " yo . | " ty q & bs a 
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THE COURT: What did that have to do with 
| | 
| security? 
4 | THE WITNESS: In the overall idea of security 
5 in the organization, sir, it was their material heing 
6 | used for another firm, and I was asked to see if I could 
7 find out whatever was available on it, and I did. 
8 st 
THE COURT: What werevour specific directions? 
9 a she 
THE WITNESS: Originallv -- 
10 THE COURT: What were vou searching for? 
Il THE WITNESS: feaks. 
12 | 
i THE COURT: Leaks of what? 
; | THE WITNESS: Of intra-corporate information. 
14 || 
THE COURT: To whom? 
5 
THE WITNESS: To the media. 
1 : ‘i s 
, Q Did you have any assistance in this search? 
17 F 
| A I had one or two of mv emplovees with me 
18 : ; 
from time to time, yes. 
19 9) How much time did you spend on vour search for 
|. 
| Mark Group papers? 
21 THE -COURT: Did vou have anv bugs? 
22 P 
THE WITNESS: No, sir. 
a | | | 
THE COURT: Did vou buq anvbodv's of fice? 
aA | 
THE WITNESS: No, sir, 
} THE Cours: Tap their phones? 
| 
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4 wy 
THE WITNESS: No, sir. 34% A 


The amount of time I spentce: the Mark Groun 


part of the investigation I don't really x+ecall. 


@) How much was vour hill for the Mark Group 
report? 

A Two or $3,N00. 

9 And what is your hourly rate? 

A $25 a man-hour, sir. 

Q I other vords, vou are telling us that vou 


spent 120 hours o1 the Mark Group Search as opnosed to 


possibly 80 o> 100 hours on the security serch? 


SS A SSRs wees auuean: 


A No, sir. 
(@) Ie that correct? 
A The entire investigation was not conducted 


at the Gil*sWestern Building. It went into Connecticut 
ant it vent into New Jersev. 

THE COURT: You said you were looking for leaks 
to the media? 

THE WITNESS: Yes, sir, 

THE COURT: What media? 

THE WITNESS: The newspapers, macazines, includ- 
ing the Gallagher Report. 


THE MuRT: Did vou find anvthinag in that con- 


nection? 
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2 | The onlv thing I found was on that viece of 
| 
3 | paper on Lawlor's desk. He had -rritten the word 
4 "Callagher". 
5 | THE COURT: Had Davis said anything to vou 
ae about: leaks to the Gallagher Reporé? 
7 THE ‘JITNESS: Yes, sir, they were mentioned. 
. THE COURT: Did he tell vou there had bee: 
? | leaks in the past to the Gallagher Report? 
10 THE WITNESS: Yes, sir. 
1 THE COURT: Who lew. ed. did he (e}l you? 
2 | THE WITNESS: No, sir, he didn't know. 
: | THE COURT: But somebody? 
" | THE WITNESS: Apparently, sir. 
15 | .@) Yesterday you told us that vou personally 
ad | typed this renort. 
¥ | A Yes, sir. 
ad | 9] Do you use the touch system of tvpin. or 
19 | the hunt and peck system? 
20 A No, it is a combination of both, four fingers. 
21 9 How long did it take you to tyve this renort? 
- A 40 minutes. 
* 1) You typed nine pages of reports in 40 minutes? 
m A Yes, sir. 
& (@) Is that what you are telling us? 
SOUTHERN DIST PICT COURT REPORTERS, U.S. COURTHOUSE 
| FOLEY L.OUARE, NEW YORK, N.Y. CO 7-458 
iw pain sy ie 


&§ 


McAward-crogss 3794 


A Certainly, 

Q When did you type this report? 
A The morning of April 24, 1973 
Q From what time to what time? 

A 


at Gulf ¢ Western, T don't remember the ®xact time M 


arrived, 
9] And you Spent 40 minutes typing a nine-naae 
report? 
il 
A Yes, sir. 
c@) And you use the hunt and peck Svstem? 
A Sar: 


I don't think there is anvthing Particu] 
long about it. r¢ is double Spaced, 


9 Did you make any errors in vour typing? 


A Numerous. 


MR, STEIN: Your Honor, f am going to Object 
to these questions, I don't See what rélevance they 
have, 


@) You Stated yesterdav that it was 


at vour suq- 
gestion that the meeting of April 26, 


1973 with Lawlor 
was taped? 
A Yes, sir. 
9) What happened to the tape after the meeting? 
A 


T Played it to make Cértain that it had heen 
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2 properly recorded, and then I took it with me. 

3 Q Did you play it back to the people who 

4 were present? 

5 A At that point, I plaved portions of it hack to 


make certain it had heen recorded. They did not hear the 


A I did. 


7 entire tape at that time. 

8 | THE COURT: Did anyone in the croup advise 
9 | Mr. Lawlor that this discussion was beina taned? 

10 | THE WITNESS: No, sir. 

i | THE COURT: The other three of vou knew it? 
12 THE WITNESS: Yes, sir. 

3 | (9) When was ’. transcript of this tane first 
i | made? 

15 | A This year. I don't remember the exact date. It 
16 | may he on the transcripts that we have supplied. 

7 : Q Who made the transcript? 

18 A My secretary. 

19 QO Was your secretary present at the meetina? 
20 A No, sir. 

21 Q Where was the transcript made? 

2 A In my office at 420 Lexinaton Avenue. 

23 Q Did anybody else in your office read the 

24 

25 


| transcript after it was made? 
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THE Courr: How many People in vour Office at 


that time? 


THE WITNESS: Four or five, sir; inside. 
Q Was the transcript made on the same tvpewriter 
4S your report? 


A Yes, sir. 


THE Court: How big an Office was this? 


THE WITNESS: It is a four-roonm office, 


your Honor. 


THE CouRT: Everybody h 


ave access to vour of- 
fice? 


THE WITNESS: Yes, sir, 


(@) I show you Plaintiff's Exhibit 14 in evi- 


Is the top page the document ©n which yeu Saw 


the name Gallagher? 


A It looks like it, sir, 
0 Is that the exact Piece of paper on which vou 


her? 


A Sir, ‘3 couldn't te): 


you if it was the exact 


It looks like it. r made a Xerox copv 


paper, 


@) Where dia you make that Xerox copy? 


A In the Photocopy room on the 36th floor 


the Gulf « Western Building, 
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Did you ask Mr. Lawlor ahout the name Gallacher 


On a piece of paper which you found on his desk? 


A 


.@) 


McAward-cross 
No, sir. 
| 

' 


Did vou ask anybody in the Gulf ¢ Western 


organization about the name Callagher as you found it on 


Mr. Lawlor's desk? 


A 


found a piece of paper with the name Gallagher on it.anda 


I didn't think they had an employee named Gallagher. 


Q 


if there was a name Gallagher on that roster? 


A 


0 


A 


Q 


Yes, sir, I mentioned to Mr. Davis that I had 


Did you go through the employee roster to see 


I don't recall. I think I nrohahlyv did. 
Did you or didn't vou? 
Sir, I don't recall. 


Did you go through 170 odd thousand names of the 


LT A seem Ye me 


employees of Culf & Western anitheir subsidiaries to de-~ 


termine whether there was a Gallagher anywhere in the 
organization? 

A No, sir, my search did not go that far, no. 

@) Did you look at the rosters of anv of the 


subsidiaries of Gulf & Western? 


A 


I went through the corporate directory which 


I believe was published for in-house use. 


9) 


Did that director include the roster of | 
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Famous Music Company? 


A I do not recall, sir. 

9 Did you See the roster Of Famous Music 
Company? 

A If it was 4" that directory I nrobably would 


have gone through it if it was in the alphabetica} direct- 


wy. 
@) Did you know at that time that a mr. Gallagher 


“2¢ the President or former President of Famous Music 


Company? 
A N., sir. 
ie) Did Mr, Davis tel! yoy that? 
A No, sir, | 
Q Did you ask Mr, Jones who Gallagher was or 


whether there was ar emplovee by the name of Gallacher? 
A No, sir, 
Q Mr. McAward, I again show you Defendants: Exhibi 
No. 11, with a Sheaf of green paqes attached to £t; 


and ask you where yoy found those? 


A Tn the waste basket in Mr, Lawlor's Office, 

(9) Nice and Smooth and -~ 

A No, they were more wrinkled, I flattened them 
out, 

(@) How did yoy Flatten them out? 
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A Put them in a book. They were only discarded 
in the wastcbasket. They weren't very, very muc* more 
wrinkled than they are now. 
9 These are the original ones that von Pulled out 


of the wastebasket? 


A Yes, six. There are some stains on it, coffee, 


I believe, that would indicate that it was discarded. 


(@) You are sure it is coffee? 
A No. Looks like it. 
Q You are referring to the brown stain on the hack 


of one of the pages? 
Mr. McAward, where were the originals Jf these 


handwritten notes that are attached to vour report? 


A On Mr. Lawlor's desk. 

9 In individual senarate sheets of paper? 

A No, they were probably on a pad. 

(9) I went to know where thev were, not where thev 


probably were. 
A Sir, I don't remember if thev were still at- 
tached by the elastic that is usually on a pad or if 


they were Separated. They were on -- they were stacked 


like this. 
a) You are pointing to Plaintiff's Fxhibit No. 146? 
A Yes. 
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9) If they were in a pad like Fxhibit No. 16, 
what did you do with the pad? 

A I picked up the pad and I looked at what was 
written on it. 

19) Did you look at each raqe? 

A Yes, sir. 

Q Did you copy each paqe? | 

A - The pages that I thought were imnortant, ves, sir! 
I believe I did. I might have copied every one of them. 

Q What did you do? Did you copy everv one of them . 
or didn't vou? | 

A I believe I copied every one of them. : 

Q You believe you copied every one of them? 

A Yes, sir. 

Q And there was an important matter on everv one 


of those pages; is that wha you are saying? 
A I didn't know how important it would be later, 

sir. I wanted to make certain I didn't lose it since 
I had found this piece of infcrmation; so I copied -- 
I believe quite honestly every sheet. 

THE COURT: I have borne with this auite 
awhile. I don't see what in the world it has to do 
with this lihel action. Could vou enlichten me? 


MR. STOLZAR: Your Honor, the documents that 
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are in evidence are contained in this report. I jus¢ Want 
to know how they got into indiy 


idual Sheets 


in a pad Stil] attached in Original form in the POS .ess 


THE CouRT: I see what you are trvina to do 


but I am asking you why does it Matter? How is it materia] 
here? 

MR.STOLZAR: Is there Other notes, vourHonor, 
othe. an those brought in by the defendant On their 
exhibit, 


the single sheet exhibit, which have reference 


to the Mark Croup and to talking to Judelson and 


others? 
I merely wanted to cal] it to vour attention and to the 
Witness' attention. fF have no further MeéEStions of this 


witness at this time, 


MR. REINER: No questions, your Ho..or, 


MR. STEIN: Just one or two Suestions cy 


redirect, your Honor, 


RED: EXAMINATION 
BY MR, STEIN: 
9) Mr, McAward, 


IT believe you testified vesterdav 


that you had three copies of this report, that is vou 


issued three copies of the report? 


A Yes, 
9 Can you tel) mé what was done with each copy? 
A 
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2 | copies with me to Gulf ¢ Western, I cave one to Mr. Davis; 

3 } I gave one to mr. Bluhdorn. I took it hack from Mr, 

4 Bouhdorn and gave that other copy to Mr, Judelson, 

5 SO Gulf ¢ Western had two copies, Judelson andMavis fr assume 

6 Still have the copies or counsel] does, and I still have 

4 the file copy of the report. | 

8 Q Were the: a ever more than three copies extant | 

9 | at any time? 

10 A I did not makemore tian three copies, | 

ll | MR. STEIN: I have no further questions. | 

12 | THE Court: You don't know hoy many times 

13 it may have been copied after you handed it to Judelson | 
1 

4 | Or Davis? | 

15 | THE WITNESS: They assured me that it had not ae vi 

16 i copied. 

17 THE CourRrT- I didn't as, you what thev Said. 

18 You don't know from your own knowledqe? 

19 | THE WITNESS: No, I don't, 

20 ! LUE COuRT: Whether there were a thousand | 

al | "Apies? | 

22 | THE WITNESS: No, sir. 

23 (Witness excused, 

2 | THE COURT: Next witness, 

5 | 


MR, STEIN: Your Honor, Could we have 
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2 Mr. Rudel} finish his cross examination now? 
3 | THE COURT: aj} right, 
4 a. 2.0 0s RD IVES RUDE, I, resumed, 
5 THE Court: You are Stil] under Oath, 
6 Mr. Rudell, | é 
7 | TH ATTNESS: yee. your Honor. 
| 

8 CROSS EXAMIATION (Continued) | 
9 | BY MR. STEIN: 

| 
10 Q Mr, Rudell, you testifieg On direct examination 
1] | yesterday that you had a meeting with Mr. Jones: is 
12 | that correct? 
13 A That is correct, 
14 } 9) And I héelieve YOu also testifiag that at that | 
15 | méeéting you offered Mr, Jones the money that was in 
16 | your bank account Concerning the Mark Group; is that cor- 
i7 | rect? 
18 | A I offered to retu.n the money to him ang that 

| 
19 | that was Mr, Lawlor's wish, 
20 | 9 And where were you when you made that Offer 
21 to Mr, Jones, in Mr. Jones! Office? 
22 A I believe in his Office, I think also 
23 | on 
24 I the telephone. 


25 | @) When was the first time vou made this Offer to 
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Mr. Jones to return the money? 


A I can't answer that because 7 Cannot recall the 


exact date, 


Q You don't recall? 

A No. 

@) DO you recall «. 

A But I am a member 

@) DO you recall what YOu Said to Mr. Jones when 


A Just what I just Said, 
0 ‘What did vou Say to him? 
A "This money belongs to Gulf ¢ Yestern and we 


don't want it, Mr. Lawlor doesn't Want it," 
Q And voy were in Mr, Jones! Office when voy Said 


that to him? 


A T believe So. 
0) What did Mr. Jones Say? 
A Mr, Jones Said that he @bsolute}., Wants to ~. 


does not want the money, the company doas NOE want the 


money, 
0 That's all he Said? 
A Well, Other things that Were Said, of course, 
0 What else dia he Say? 
A I think we also discusseq .- 
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Q What did he Say, Mr. Rudelj? 
A I am trying to recall it for you, Mr. Stein. 


He said he wanted hack Certain warrants that Mr, Lawlor 
had received, and we had some correspondence 2hout that. 

2) What else did he say, if anything? 

A That he is Persona non grata at Gulf ¢ Yestern, 
they don't want to hear any more about him. 

'e) Anything else? 

A That he had a wonderful family, and he was 
Sorry for --~ he thinks Mat's a wonderful fellow but he is 
sorry for his family. | 

@) Didn't you testify yesterday chat he called 


Mat a goddam Son of a bitch? 


a ee 


A Yes, I did. 
0 Did he? 
A Yes, 
0 Mr. Jones said that? 
A Yes, 
MR. STEIN: I have no further cauestions,. 


MR. REINER: No T4uestions, vour Honor. 
THE Court: Next witness. 
(Witness excused.) | 


MR. STEIN: Mr. Davis, Please, 
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MARTIN S$. DP defendant,called as 
a witness in his own behalf, being first dulv 
Sworn, testified as follows: 

DIRECT EXAMINATION 

BY MR. STEIN: 

0 Mr. Davis, would you briefly describe vour 
relationship to Gulf « Western? 

A Yes. I ama vice president of the comnany, 
director of the company, in charge of corporate admin- 
istration, including security matters. 

TEE COURT: How long have you been with them? 

A I have been with the subsidiary of the company 
Since 1966. A director since 1967 and in the commanyv since 
1969, 

THE COURT: With the Parent since '§9? 

THE WITNESS: Since "69, correct, sir. 

THE COURT: Wha? subsidiary were you with 
be ore you came «.th the parent? 

THE WITNESS: I was executive vice president 


of Paramount Pictures Corporation. 


Q How long have you been with Paramount, Mr, 
Davis? 

A Since February of 1959, 

a) In 1973 did voy ask Mr. McAward to conduct some 
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kind of 4n inve 


Stigation? 
A Yes, sir, 
| 


'@) What did you say to him? 


i THE Court: Before we get to that, how many 


Subsidiaries does Gulf & Western have and what are they? 


THE WITNESS: We have @éight Oper 


Sir, which encompass approximately ~- 


THE Court: fy just want the names. Paramount 


and? 


THY WITNESS: We have Paramount. 


THE COURT: Jersey Zine, wher C@lse? 


THE WITNESS: New Jersey 7inc, Prown Paner 
Company, 


APS, Inc., Gusts Western Manufacturing Comnany, 
Brown Company, Consolidated Cigar Corporation, Association 
Corporation Of North América. 


THE Court: What were its assets, Gulf & 


Western, in 1973? 


THE WITNESS: Approximately $2 million. 


2 billion, IT am Sorry, 


THE Cour?T: 2 billion? 
THE WITNESS: 92 billion. 


Q Mr, David, I asked yoy whet her Or not vou 


asked McAward to Conduct any kind of investiaation in 
L973. 
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A Yes, sir. 
@) For what reason? 
A We had a number of leaks which we believed were 


coming from the offices of Gulf & Western to various maaa- 
zines, publications including the Gallagher Report, I 
believe Rusiness Week was another one, and others, T 

don't recall exactly who they were. This was on a 
persistenr hasis which we felt were harmful to our best 
interests. Some of it had a qreat measure of confiden-~ 
tiality which were harmful to shareholders, to other 
emplovees, as well and we felt it was our best interests 
to find out -- 

@) What did you ask Mr. McAward to do specificallv 
concerning this investigation at the outset? 

A I asked Mr. McAward in addition to his reqular 
functions with us to see if he could fina out where these 
leaks were emanating from. 

9 Did you receive a report from Mr. Mc Award? 


A I received periodic reports from him, 


(9) Did there come a time when you received a 
written report from Mr. McAward? 
A Yes, sir. 


Oo What resulted Upon the receipt of that report, 
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if anything? 

A The report that: he received from mr. McAward 
concerning the Mark Group and Mr. Lawlor ana Mr, 
McDermott's activities indicated to him and to me that we 


had operatina within our own personnel oraanization 


an outside company which had no affiliation with us: a 


group called the Mark Group that was engqaqing in nersonne) 


activities totally unrelated to Gulf & Western. tt was 
Part of «his company, we had no idea what it was. fr was 
asked if I knew about it. I never heard of it, didn't 
understand it, and Obviously it was my duty to ask him 
to proceed and get me any information he could. 

QO When you originally insturcted McAward to 
inspect the security of the building,were you concerned 
at all about anv activities of Lawlor or McDermott or 
an in-house placement firm? 

A No, sir. 

(@) What ,if anythina, did vou decide to do on the 
basis of McAward's report? 

A I decided to discuss it with Mr. Judelson 


after talking it over with Mr. McAward: and to see if 


there was anything in here that was just totally untrue and 
frankly my own impression was I couldn't understand it and 


I didn't frankly helieve it. When I say I didn't believe 
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it, I didn't believe that this kind of thing could hannen 


Or that it was going on and I wanted to know more about 


ak, 

(@) Did vou conclude that a meeting ought to be 
held? 

A Yes, we did. 

9) Did you attend a meeting? 

A Yes, sir. 

@) Who else was at the meeting? 

A Mr. Judelson, Mr. Jones and Mr, -. myself 


and Mr. McAward. 


2) When was the meeting held? 

A The 26th of April 1973, 

2) Where? 

A In the conference room on the 42nd floor of the 


Gulf & Western Building. 


0 You made some Statements at the meeting, didn't 


you, Mr.Davis? 


A I believe I did. 

(9) On what information were your statements made? 

A Based on the information Supvlied by Mr. 
McAward, 

@) Why was Mr, McAward at the meeting? 

A Mr. McAward had conducted the investiqation. 
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2 Mr. McAward was the most knowledgeable nerson that had 

| 
3 assembled all the facts on this matter. It would onlv be 
4 | obvious that he should Le there. 
5 0 Did your opinion of Mr. Lawlor change as a 
6 | result of anything that Judelson said at the April 26th 
7 || meeting? 
8 A No, sir. I think I had already concluded 


r earlier that there was a conflict of interest and I was 
10 looking for Mr. Lawlor to say something to the contrarv, 
ll || which he did not. 

12 | 19) Have you or any person associated with Gulf & 


Western, to the best of your knowledge, made anv statements 


to Gallagher Presidents Report, Cynthia Billinas or anv 


{ person connected with that report concerning the plaintiff 


wo 


THE COURT: How were they aconired, can vou 


or the events which led up to his resignation? 
i | A No, Sir. 
18 MR. STEIN: I have no further auestions, your | 
| 
19 || Honor. 
20 | Your witness. 
21 THE COURT: You say there are these subhsidi- 
22 | aries. Were they acquired after vou came with Gulf & | 
23 de ! > 
Western or before? 
| 
4 
2A A The majority were before, sir. 
. | 
| 
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tell me? 


THE WITNESS: Yes, throuch merqers, exchanae 


offers, varioustender offers. 
THE COURT: Tender offers? 


THE WITNESS: Yes. 


THE COURT: How manv were tender offers? 


THE WITNESS: Offhand, I don't recall but 


I think perhaps three or four. 


THE COURT: Do you know wkat the extent of 


replacement of the executive personnel of the’ subsidiaries 


was after the takeovers? 


A Minimal, sir. I aman acauired executive. 


I came from a subsidiary. 


THE COURT: I heard you say vou came from 


Paramount. 
THE WITNESS: Yes, sir. 


THE COURT: What about the others? 


THE WITNESS: I would say we have had in this 


corporation minimal turnover compared to anv other 


corporation in this country. 


THE COURT: On the takeover of the subsidiaries? 


THE WITNESS: Yes, sir. In most cases 


had acquired, I don't think we have in our corporation one 


unfriendly merger. 
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THE COURT: That is not what I asked you. 
I am asking you how many new presidents of the subsidi- 
aries, for example? 
THE WITNESS: Maybe three or four at the most, 
through retirement or -- at the most three or four. 
THE COURT: Are you able to qive me any 
definite number of how many people went in and out of the 


subsidiaries in 1973 at the executive level? 


THE WITNESS: No, sir, I can't but I kiow 
it was minimal. 
THE COURT: Would it be as manv as 59? 


THE WITNESS: On the presidental level, no, 


sir. 

THE COURT: No, not necessarily that? 

THE WITNESS: It could be, sir. 

THE COURT: Executives. Senior manacement. 

THE WITNESS: I don't helieve it was that 
high. 

THE COURT: Could you estimate? 

THE WITNESS: I think it may have been closer | 
to 20. That is purely an estimate or quesstimate I should 
say. 
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CROSS EXAMINATION 
BY MR. STOLZAR: 
0 Mr. Davis, when you listed the subsidiaries 
of Gulf & Western, you omitted the name of Famous Music. 


A No, sir, I didn't omit that. We were talking 


abo: t Paramount. We were talking about thc :ajor grouns. 


If I were to list all the subsidiaries I'd have to have 
a directory with me and talk about that we have over 199 
companies of various sizes. 

‘@) Was Famous Music a subsidiary of Gulf & 


Western in 1972? 


A Yes, sir, it was one of our comnanies, correct. 


(9) Was a Mr. Gallagher president of Famous Music 
at ny time? 

A I think prior to that period he was. 

@) Was he president of Famous Music while vou 


were under the Gulf & Western umbrella? 


A Yes,sir. 
THE COURT: ‘7. at does Gulf & Western itself 
do? Does it manufacture anything directly? 


THE WITNESS: No. All of our subsidiaries, 
they are all part of gulf & Western. 
THE COURT: But what does it do? 


THE WITNESS: Gulf & Western itself is basi- 
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cally a staff organization which owns all tn 
subsidiaries that we are talking about but we 


operating staff. The operations are a)i contained 


these groups. 


9) Did Mr. -- 


THE COURT How large is it in the cor »orate 


sale in American industry? 


A I believe we are about 65th or 64th larnaest como- 


Q Did Mr. McAward's reports to y. 


written report refer to management resources? 


MR. STEIN: The document is in evidence and 
it speaks for itself. The report I think would 
you a better answer than I. 
THE COURT: Sustained. 
MR. STEIN: I have an objection, Mr. Davis. 
9 Did youtell Mr. McAward that vou had heard of 
knew about Management Resources? 
A No, sir. 
(@) Did you know ahout Management Resources prior 
to the report? 
A I knew that we were looking fcr means 


as Mr. Judelson explained yesterday, a means of capping 


all of our personnel 19 we cov.d have an inventor’ 
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and be able to transfer one to another 


if the need arose and that was the extent of it. 


9) That was the extent of your knowledce of Manaqe- 
ment Resources? 
A That term. 
THE COURT: Was your employment of Mr. McAward 


the first attempt by Gulf & Western to locats and trv 


to pluqthe leak to the media? 


In that respect, ves. But 


THE WITNESS: 


been employed by us,! believe, 


Mr. McAward had 

THE COURT: Rut this was the first time he 
been direc:!'? 

THE WITNESS: As far as sceking leaks, ves. 

THE COURT: How many leaks had there been to 
Gallagher? 

THE WITNESS: I would have to guess again, 
maybe 19 or 12, sir. 

THE COURT: Substantial? 

THR WITNESS: I would say substantial. 

THE COURT: What was the kind of information 


that was being leaked ? Was it information, for example, 


known only to senior management? 


THR WITNESS: Yes, "eo ge 
0 Did you discuss Manadqement Resources 
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Bin ' CAPA 
2 | with Mr. Lawlor at any time? 
} 
3 | A Mr. Lawlor came to my office at one time -- 
| 
4 | 9) Just answer yes or no. 
5 Did you discuss Management Resources with 
} 
6 || Mr. Lawlor at any time? 
ae A Management Resources aS a term, VES. 
4 1) Do you recall when you discussed Management l 
9 |} | 
i Resources with Mr. Lawlor? 
10 A No, sir. | 
ll Q Was it prior to April 24, 1973? | 
\2 i A Yes, sir. 
i | 
13 ] 9) How much prior? | 
| 
i 
14 i A Tt would have to ke somewhere in the area of a | 
15 | year or nine months, approximately. I frankly don't 
16 || recall. 
7 | Q Did you ever receive or review the annual report: 


18 of Mr. Lawlor submitted to -- 


19 A He doesn't submit an annual report. He submits 


20 a business plan. 


A If that is what vou are referrina to, ves. 


y? 

3 Q Yes. 
aA | . ? : , | 
| Did you review those business pians of 
a | 
- | Mr. Lawlor? | 
| | 
' 
| 
| SOUTHERN DISTSICT COURT REPORTERS, U.S. COURTHOUSE | 
FOLEY QUARE, NEW YORK, N.Y. CO 7-45860 | 
! 


la at eS A a NL I RSE EAE ALAR SE NNT Ire 


EL 
a 
ee 


| “3 . 2 ee 
. 343A o) 46 
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2 A Not with Mr. Lawlor, no, sir. 
3 | Q No, did you review them vourself? 
4 A With senior management. 
| 
3 ii Q Did vou review the business plan for 1972-1973? 
6 | This is a Plaintiff's Exhibit and unfortunately the 
7 || Exhibit ticket has fallen off. 
m7 MR STEIN: Your Honor, I object to the question. 
9 | I think we are getting far afield from the direct examina- 
10 tion. 
uo | MR. STOLZAR: That would be Fxhibit 3. 
| 
aa || THE COURT: Overruled. | 
| 
3 || A Yes, I have reviewed this document. | 
M4 | 9) Did you notice any reference to an in-house | 
i} 
15 i search operation propal from Mr. Lawlor in that plan? | 
| 
16 i A Mr. Stolzar, I have reviewed many of these 
a | documents. I would have to read it again to tell vou ex- 
1} 
| 
18 || actly what I recall of this one. TI must say I don't know | 
i} 
\} 
19 | how many thousands of pieces of paper or documents that | 
| 
20 | cross my desk in a given week so to go back that far, vou 
21 are asking the impossible. | 
22 fe) But you did review that plan? | 
23 ; 
A Looking at the letter, yes, obviously. | 
“A || 9 Now I show you another similar document. Can 
| 
- } | 
| you identify that? 
i | 
| 
| 
} 
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MR. STEIN: What is that other similar document, 


May I know? Is it an exhibit? Does it have a mark on 
LEZ 
THE COURT: Give it a mark so the re: ord 
will know what you are talking about. 
MR. STOLZAR: This is a document entitled G&a 
Business Plan. 
THE COURT: Give it a number. 
If you are showing it to the witness give it 
an exhibit number. 
(Plaintiff' Exhibit 22 was marked for 
identification.) 
Q Can you identifv that document? 
a Lookslike many others that I have seen, sir. 
THE COURT: Peruse it a minute ana see if you can 
identify it. It is no help to tell us it looks like a lot 
ofother documents. 
A Yes, I can identify it. It savs Business 


Plan for Fmployee Relations Department 1971-1972 Submitted 


by M.J. Lawlor. 


a) Dia you review that plan? 
A I don't believe 1 did this one, no, sir. 
Q What leads you to that belief? 


Because I was not reviewina the Personnel 
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Department plans for th 


something that I would 


OQ That was a 

A That is rig 
correct 

0 How is it t 
in ‘71? 


MR.STEIN: 
asked and answered. 
it. I object. 

THE COURT: 


fe) Mr. Davis, 


is-cross 

at period at that time. It was 
look at then. 

year prior to the other? 


nt, the '7l- ‘72 period, that is 


hat you reviewed plans in '72 and not 


Your Honor, that question has been 


I think the witness just explained 


It is totally immaterial. 


did you read the article in the 


Gallaqher Presidents Report of May 22, 1973, concernina 


Charlie Wonderful firing Lawlor? 


A Yes, sir. 
@) Is that entire article true? 
A I have to see the article again. I am rot 


quite sure it ia; 


(Mr. Stolzar handed a paper to the witness.) 


A First off Mr. Judelson fired Mr. Lawlor, 


obviously he would do that under the authority of Mr. 


Bluhdorn. 


a) Please, Mr. 


article is true. 


Davis, I asked you whether that 
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A Essentially the article is true, sir. 
9 Are the words of the article true? 
A The words are generally true. TI can’t == 
I don't know the intent of each word. 
‘@) Did you just say that Bluhdorn didn't fire Lawlon, 
Mr. Judelson did? 
A I said that Mr. Judelson acted under the author- | 
itv of Mr. Bluhdorn. 
Q Did you say that Judelson fired Lawlor, not 
Mr. Bluhdorn? 
A I qualifed it by saying, sir, that he worked 
| 
under the authority of Mr. Bluhdorn. That is exactly 
| 
what I said. 
THE COURT: Obviously so do. you, don't you? 


THE COURT: Who fired Lawlor, that is what we 


want tolnow. 


THE WITNESS: At that particular meetina 


Mr. Judelson did. 


9) So the word in that article naturallv -- 


THE COURT: Isn't that a conclusion for me to 


draw? 


MR.STOLZAR: Yes. 


Q Did Mr. Lawlor extract fees for the placement 
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of executives with Gulf & Western? 
A IT believe he extracted a fee for the placement 


of Mr. Biondi, as an example. 


9 Was Mr. Biondi placed with Guif & Western? 

A We was placed by Mr. Lawlor's Mark Group. 

a) Was he placed with Gulf s Western? 

A He was with Gulf & Western, si. 

a) Was he placed with Gulf & Western? 

A He was placed by Mr. Lawlor's Mark Group else- 
where. 

Q Elsewhere? 

A Right. 

9) I ask you again, did Lawlor extract faes Ful 


the placement of executives with Gulf & Western? 
A I have no knowledge of that at this time. 
I would have to look at the McAward report to aive vou 
further details about that, sir, but he did extract fees 
for personnel in Gulf & Western going to other comnanies. 
@) Do you remember in your denosition on Aucust 
14, 1974 you were asked the auestion, page 11, Line 3, 


"nid Lawlor extract fees for placement of executives with 


Gulf & Western, and your answer "T can't answer the question. 


Do you remember that? 


A If that's what it says then I said that, VES, 
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answer 


Would you 


I have answered 


Did he extract fees 


executives with Gulf & Western? 


A 


all clear, c 


in the Galla 


for placemen 


I am asking him about 


an answer ye 


it now th ugh. I 
answer it now, 
Lt. 


tetas 


said I 


please. 


for the placement oO” 


Your Honor, I have answered it. 


THR 


our.sel. 


MR. STOLZAR: 
aher Presidents 
t of 


s or no; 


MR.STEIN: 


| 
a 


COURT: 


- 


I don't think your auestion is 


I don't know what you mean. 


Report, 


Your Honor, 


executives with Gulf & 


those are the 


extracted 


Lawlor 


Western. 


the truth of the article and I 


if he knows. 
Your Honor 


has been asked at least three times 


that he did extract fees 


Gulf & 


of any. 


THE COURT: 


T think so. 


’ 


I submit the cues 


and answered. 


Let us move on. 


Just so that I understand the facts, you 


rn? 

THE WITNESS: Yes, sir. 
THE COURT: But not in 
THR WITNESS: AS far as 
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THE COURT: All right. 
ce) pid Gulf & Western pav to Lawlor the Mark 
Group, Management Resources =~ any affiliate of tawlor, 
fees for the out-placement of personnel of Culf & “estern? 
A Not to my knowledge. 
MR. STOLZAR: No further questions of this 
witness. 
MR. REINER: I just have a few cuestions, vour 
Honor. 
CROSS EXAMINATION 
BY MR. REINER: 
‘@) Was Mr. Biondi an executive with Gulf & 
Western, sir? 
A He was in the Tax Department, sir. 
Q And fees were extracted for the placement of 
him, is that not correct? 
A Yes, sir, I stated it. 
Q The statement then extracted fees for the 
placement of executives with Gulf & Western is correct 
in that context, is it not, sir? 
A Yes, sir. 
THE COURT’ You said a minute ago that Mr. 
Judelson acted under the authorityv of Mr. Bluhdorn. 


THE WITNESS: Yes, sir. 
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} 
2 THE COURT: I take it yov are referring to this 
3 | matter of the conference and the dis-harge of the plaintiff? 
4 | THE WITNESS: Yes, sir. 
5 | THE COURT: Do youknow whether Mr. Bluhdorn | 
6 1 saw the McAward report? 
7 THE WITNESS: I believe he did, sir. 
8 THE COURT: Do you know? 
9 THE WITNESS: Yes, sir. | 
10 || THE COURT: He did see it. | 
ll} a) Were there any discussions with Mr. Bluhdorn | 
12 about the McAward report? | 
13 || A I believe we had a discussion with him. ! 
14 } I don't recall exactly what period. And he knew that 
15 | Mr. Lawlor was going to be -- going to have a meeting with 
16 us to discuss the details of it. 
17 THE COURT: Was there a discussion before the 
18 | meeting with Lawlor? 
19 | THE WITNESS: In detail with Mr. Bluhdorn, | 
20 || no, sir. ai | 
21 ! fa) There was a discussion, was there not, sir? 
ee A I mean a discussion but not goinc into the 
ws detail as an example that I had with Mr. Judelson. 
a THE COURT: What was the discussion with 
25 || Mr. Bluhdorn, that is what I want to know? 
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2 ! THE WITNESS: Namely I think the same dis- 

3 | cussion that we had before, hoping that this was not true, 

4 that the information -- that something was here that we 

5 | didn't understand and to get to the bottom of it and find 

6 | out if what we saw in that report were true. 

7 | 9) And if it were true what did Mr. Bluhdorn say? | 

8 A That he would have to 5e discharaed: he had 

3 conflict of interest. 

10 THE COURT: Is Mr. Bluhdorn in New York? 

11 THF WITNESS: Pardon me, sir. 

12 | THE COURT Is Mr. Bluhdorn alive now? | 

13° | THE WITNESS: Yes, sir. 

14 | THE COURT: Where is he? 
\| 

15 | THE WITNE” :' He is’ in New York. 
| 

16 | 0 Is it fair and accurate to say then that 

7 | Gulf & Western Industries' chairman forced to oust Matthew | 

18 Lawlor two weeks ago after discovery of questionable | 
| 

19 1 practices by Lawlor as vice president Fn.sloyee Relations : 

20 || a trué statement? | 
! | 

21 |) A I would say so, sir. | 

22 9) Is it a true statement that Lawlor reportedly | 
| 

23 | set up a dummy corporation Mark Group? 

2A A A dummy group called the Mark Group. I don't 

25 | know if it was a corporation or not. | 
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(9) You don't know if it was a corporation but there 


was some sort of entity? 


A Yes. 
19) And it was a dummy entity? 
A Dummy entity called the Mark Group. I knew 


they had made applicatiors to incorporate but I don't know 


at that time whether it was a corporation. It may have 


been. 

0 You just don't know whether it was actually 
incorvorated? 

A That is correct, sir, hut itas a qroun. 

1?) It was a dummy group, is that riaht? 

A Yes, sir. 

.@) Isn't it true that they opened a hank account 


for the dummery corporation? 

A Yes, sir. 

Q Is it true that they channelled unsolicited job 
resume to the Mark Group? 

A Yes, sir. 

Oo Is it true that they extracted fees for the 


placement of executives who were with Gulf & Western? 


A Yes, sir. 
Q Is it true that Charlie eliminates title? 
A I am sorrv, sir? 
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THE COURT: Did they eliminate the job as well? 

THE WITNESS: The job was split amonad three 
people after that, sir. That particular -- Mr. Lawlor's 
job, yes, was eliminated at that time. 

THE COURT: Elimiated and split amonq three 
people who were already emploved? 

THR WITNESS: Several were and one was brought. 
back who had previously been employed. 

@) So is this a fair and true and accurate state 
of what happened? 
A Yes, sir. 

MR. REINER: No further questions. 

THE COURT: Of course, the last is a total con- 
clusion. There was no objection but I am coing to ignore 
$&. 

MR. REINER: I recognize that, your Honor. 

THE COURT: All right, next witness. 

MR. STOLZAR: Your Honor, may I ask one more 
cquestion? 


THE COURT: Do you have more? 
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MR. STOLZAR: Yes. 
RECROSS EXAMINATION 


BY MR. STOL7AR: 


) Mr. Davis, I direct your attention to the 


words 


of the Gallagher Presidents Report article ""xtracted 


Fees for Placement of Executives with Gulf « Western". 


In answer to the *Stion which Mr. Reiner asked vou ahout 
that line, did you understand him to mean exccutives 
workir for Gulf & Western beina out-» laced? 

A Yes, I understood that but I also understand that! 


when you read this report it is written in a lancuace 


allof its own and you can interpret it anv wav vor 


VANE. 
The internretations can he three or four ways and 
one who reads this type of report can so make that. 
YOu can read it any number of ways, whether it was 
in-house, out-house, and so forth. I interpreted it 


meaning people -- as I read this, I am referrina myself 


to Mr. Biondi. That is how I interpreted it. 


(9) You term Biondi an executive of Gu’ f & Western? 

A Yes, he was at that time in the Tax Denartment. 

oO He was a lawver in the Tax Department? 

A I would consider him an executive. Youldn't 
you? 

oO How many Jawyers were there ir the Tax PDenart- 
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Id on't recall. A gooc number. 

A qood number? 

THE COURT: Are you a lawver by training? 
THE WITNESS: No,sir. 

THE COURT: Is Mr. Judelson, is he a lawver? 
THE WITNESS: No, sir. 

Sassen Ce Is Mr. Bluhdorn a lawver? 


THE WIONESS: No, sir. 


THE COURT: Are there any lawyers in senior manace 


THE WITNESS: No, sir. 

THE COURT: I didn't think so. 

MR. STOLZAR: No further questions. 
MR.STEIN: No questions. 

MR. REINER: No questions, vour Honor. 


(Witness excused.) 


MR. STEIN: Yrur Honor, we onlv have one short 


Could we have a five-minute recess before we 


THE COURT: Yes. 


(After recess.) 


MR.STEIN: Mr. Jones, please. 
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Jones-direct 
5 JONES, called as a witness 


on behalf of defendant Gulf & “Western, having 


been first duly sworn, testified as follows: 


DIRECT EXAMINATION 


BY MR. STEIN: 


Q 


Mr. Jones, would you briefly describe your 


relationship to Gulf & Western? 


A 


& Western. 


8) 


A 


A 


Q 


I am vice president and resident counsel of Culf 


Are you at attorney at law? 


Yes, I am. 


Are you admitted to practice law in anv state, 


State of Texas. 
When were you admitted to practice in Texas? 
THE COURT: You are not admitted in New York? 


TUM WITNESS: No,sir, I am not. 


THF COURT: And you are working here as a lawyer? 


THE WITNESS: Yes, sir. 
When were you admitted to practice in Taxas? 
1956. 


Were you at ameeting at Gulf & Western on 


ApEit 26): 19 43.-8© which Mr. Judelson, Mr. Davis and 


Mr. McAward 


were also present? 
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A Yes, I was. 

om Were you at the meeging when Mr. Lawlor was 
present? 

A Yes, I was. 

e) Did you at any time after that mceting ever 


have any conversations with Gallagher, Miss Billings or any 
representative of Gallagher's during which vou reneated 
what happened inside that meeting, anything that 


Judelson said or anything anyone else said? 


A No, I did not. 

‘@) No you know Richard Ives Rudell? 

A I have met him, ves, I have met him. 

Q How did you become acquainted with hin. 

A Either he called me or Mr. Lawlor when I called 


Mat about the warrants, told me that he was his lawver, 


and that I should discuss the matter with Mr. Rudell. 


Q Can you fix a date as to your conversation? 

A That would have been in July or Aucust probably 
Of“ T3% 

(9) Did you ever meet Mr. Rudell in July or August 
of 732 

A Yes, I did. 

9 Where? 

A He came to my office and we had T helieve two 
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ae | meetings. 
| | | 
0 Let us go to the first meeting mw. Can we 
to 
! fix a ‘iate as to that? | 
5 || 
| A That would have been some time I would say in 
6 || 
i| August. 
7 
(9) Of 1973? 
8 : 
A Yes. | 
9 | : 
| Q Anyone else present at that meeting? | 
10 
A No. 
1 ‘ . 
' Q What did you say and what did he Sav? 
| 
12 : 
A Obviously I don't remember the exact words but 
| 
13 | ° . 
i basically Mr. Lawlor had some restricted warrants that, | 
14 || : | 
under the terms of the warrant policy, he was supnosed to 
15 
sell back to us at a dollar a share when he left the comnany: 
16 
and he never returned them, and the purpose of that meet- 
17 : : ; 
ing was to get them back, and I had a meetino with 
18 | ? . : 
Mr. Rudell in which I explained the terms of the warrant 
! 
19 | 
plan and asked that his client return the warrants to us. 
™ 
| Q Did Mr. Rudell at that meeting tender a Gulf 
21 | 
| and Western or tender to you an amount of money? 
99 | 
| A No. 
23 , ; 
| Q At any of these meetings did Mr. Rudell tender 
a ae 
| an amount of money to you? 
' 
25 
A No. | 
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Q During any telephone conversation subsequent 
to these meetings did he tender an amount of money to 


you? 


A No. 
THE COURT: Did you ask for any money? 
THE WITNESS: I only asked for the warrants 
back. I did not ask for any money. 
THE COURT: Did youlknow about the monev? 
THE WITNESS: I knew there was some money in 


that account, yes. 


THE COURT: Why didn't you ask for the money? 


THE WITNESS: I wanted the warrants back but I wa 


—yF 
v 


not interested -- I didn't ask for the monev. 
THE COURT: Why not? Weren't you under the 


impression it was Gulf ¢& Western's money? 


A I was under the impression that he had acquired 
it in a transaction that should have given us an equitable 
interest in the money, your Honor, but TIT wasn't inter- 
ested in getting the monev back. That wasn't my job. 
THE COURT: Had anybody directed you to aet hey 


the warrants? 


THE COURT: Who? 


THE WITNESS: Mr. Judelson. 
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THE COURT: What about the money? 
THE WITNESS: No, we did not have a discussion 
about the money, 
THE COURT: You saia nothing about it? 
THE WITNESS; No. 


Q At either of these meetings with mr. Rudell 


or during any of these telephone conversations, did voy ever 


Make a deroggatory remark concerning Mr. Lawlor? 
A No, I did not. 
Q You didn't call Mr. Lawlor a goddam son of 
a bitch, did you, Mr. Jones? 
A Absolutely not. 
MR. STEIN: I have no further questions, 
THE COURT: How long had you known Lawlor? 
THE WITNESS: T have nown him ever since 
he came with the company, your Honor. 
THE COURT: How long was that? 
THE WITNESS: f Suppose that was three or four 
years, 
CROSS EXAMINATION 
BY MR, STOLZAR: 
Q Mr. Jones, when you went to the meeting on 
April 26, 1973, did voy have with you @ resiqnation for 


Mr. Lawlor's Siqnaturr? 
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A Yes, I did. 


| 


MR. STOLZAR: No further questions. 


| 

MR. REINER: I have no questions, yous Honor. 

THE COURT: You are excused. 

(Witness excused.) 

MR.STEIN: Your Honor, at this point I 

would like to offer into evidence Exhibit 21 consisting ; 

of minutes of Robert J. Bushee Associates, cated January 31, | 

1972, “xhibit 22, stock purchase agreement entered into 

between Matthew J. Lawlor and Robert J. Bushee Associates anc 

Robert J. Bushee individuallv, invoices rendered to 

Robert J. Bushee Associates, Inc. from Steven C. Markham, | 
Exhibit 23; checks payable to the order of 

Steven C. Markham by Robert J. Bushee & Associates, 

Exhibit 24; checks payable to the order of Matthew J. 

Lawlor from Robert J. Bushee & Associates, Fxhibit 25; 

ledger records described in the Bushee deposition testi- 

mony which has been offered into evidence hv the plaintiff, 

Exhbiit 26; and as Exhibit 27 entrees from the books 

and records of Robert J. Bushee & Associates, also described | 

in Bushee's testimony. | 

Your Honor, that concludes the case of defendant 
Gulf & Western, Judelson and Navis. 


THE COURT: Received. 
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Billings-direct 


(Defendants' Exhibits 21 thoruch 27 was reccived 


in evidence.) 


2) 
K 


2 oH 


IA A. BE te er oe calle as a 


witness bv defendants Sallagher Presidents Renvort, 


Inc. 


and Cynthia A. Billings, having been 


t duly sworn, testified as follows: 


DIRECT EXAMINATION 


BY MR. REINER: 


Q 


Presidents 


Q 


in any part 


By whom are you employed, Miss Billings? 

By the Gallagher Presidents Renort. 

What position do you have? 

Fditor and president. 

Would you tell the Court what the Gallacher 
Report is? 

St 35). weekly newspaper circulated to ton 
in the business community by Subscrintion. 
How many subscribers do vou have? 
Approximately 3,000. 

Where are these Subscribers located? 
Throughout the United States. 

Is this Gallagher Presidents Report: written 


icular style? 


Tt is written in a very tight concise manner. 
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2 9) The manner in which it is written, do von 
3 ¥ usé fullsentences with Subjective and subjunctive clauses? 
| 
4 | A No, very often not. 
5 | fe) How long have you been e° itor? 
i} | 
6 | A Since March of 1972. | 
} 
7 0 What are the duties of an editor? 
8 A The duties comprise of gathering information, 
9 myself together with my staff, makingit ready for 
| 


publication. 


1} Q How long have you been president? 
12 | A Since October of 1972. 
13 i 0 What does that entail? | 
| 
i | A That entails the financial and manaqeria] 
15 | aspects of putting out the Presidents Report. 
16 ) And did you hold a position prior to March of 
7 || 19722 
18 A Yes, I was managing editor 
’ 
19 fa) How long were you managing editor? 
20 |} A Approximately five years. 
21 0 How long have you heen emploved hy Callaqher 
2 Presidents Renort? 
23 A Since September 1965. 
aA THE COURT: Is that a weekly or monthly or 
25 | what? 
. 
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THE WITNESS: Weekly. 


THD COURT: What is the market for 


TIF WITNESS: Top executives 


THE COURT: Are they subscrihers? 


THE WITNESS: Yes ’ 


Subscription. 


1@) 
with? 

A 
Ship, which 


THE COURT: 2,000 Subscribers? 


THE “WITNESS: Right. 
What does the Gallagher Presidents 
interest 


It deals with topics of 


comprises top executives in corrora 


throughout the United States. 


9 


A 


Q 
A 
2) 


Sécond paqe 


Does it have anv news items in it? 


Yes, it does, 


Does it have editoria] content? 


Yes, it does, 
Are you familiar with the May 22; 
Yes, I am. 


Did you edit that issue? 
Yes, I did. 
Were you involved in any wav in the 


entitled Charlie Wonder Bluhdorn er 
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Report deal 
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its reader- | 
tions | 

| 
1973 issue? 


article on tHe 


down 


i hen 
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on executives? 

A Yes, I was. 

Q I show you Plaintiff's Fxhibit 18 and draw 
your attention to the second article on the page there, on 
page 2, and ask you is that the article to which I have 
just referred? 

A Yes. 

2) Would you tell me the nature of the sources -- 
the first information that you received that qave rise to 
this article? 

A Pardon? I didn't catch that. 


QO I withdraw the question and I will restate 


Will you tell me the first time you eceived 


any information that gave rise to the writing of this 


article? 
A Well,it was about a week before publication. 
19) And can you tell me what was tol2 to you, 


wha. information you received? 

MR. STOLZAR: Objection, your !onor. 

THE COURT: Overruled. 

MR STOLZAR: How was the information relayed 
to her? 


THE COURT: Overruled. Read the auastion. 
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(Question read.) 
A The information 1 received was that Mr. Lawlor 


at Gulf & Western had recently heen outsted due to some 


questionable practices involving an ordanization called the 
Mark Group which involved Us...J unsolicted resumes, and 
that there were fees involved in working with these 
unsolicited resumes. 

(a) What did you do upon receint of that informa- 
tion, if anything? 

A I turned the basic data over to one of my 
staff who was then instructed to check out this information 
with other sources which we have. 

Q Could you tell me, ha you €ver had any 
experience with that first source of information which you 
had received? 

A Yes. 

a) Would vou tell me what exnerienco vou had had 
in the past with that person? 

A Well, I had known this particular source for 
a period of six to seven years,and had alwavs had 
authoritative information from this source in the nast. 

Q Could you tell me the nature of the person's 
employment or business? 


A This particular source is a professional 
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| | 
2 | journalist. | 
| 
3 || 0 Did he enjoy any reputation in the news media? 
| 
4 A Yes. 
5 || Q What was that reputation? 
6 | A HE was accurate and authoritative reporter. | 
7 Q You say you turned over this information to somedne 
| | 
8 on your staff, What was the name of that person? 
5 | | 
an | A Robert Kenney. 
| | 
10 | @) Is he emploved by Gallagher Presidents port 
| | 
1] | on a regular basis? | 
| | 
|! 2 | 
12 } A He was. He is no lonqaer. 
13 ] 9 At that time? 
ae | A Yes. 
HH} | 
15 } 9 I will rephrase the question. At the time 
1] 
16 was je employed on a regular basis? 
at | 
V7 A Yes. 
18 | @) What position was he employed as? | 
19 |} A He as an associate editor. 
{| 
20 0 Did you receive anv further report or information 
| . 
21 | from Mr. Kenny following turning over this information to 
22 | him? 
| | 
23 A Yes, I did. 
2A oO 
25 A Well, Mr. Kenney had reported back to me that 
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the information which I had qiven him checked out, and that | 
his sources confirmed what my sources had civen me. 

(9) Did he tell you what the nature of the source 
was that he had checked itaut with? 

A Well, he said that it was a corporate execu- 
tive. 

Q Was there any further checking done by 
Gallagher Presidents Report concerning the article which 


was written? 


A Yes. 
2) What further checking was that? 
Q The further checking involved a contac: within 


(@) Did you edit the content of this particular 
article? 

A Yes, I did. 

(9) 1 read you the first sentence "Charlie Wonderful] 
Bluhdorn cracks down on executive." You use the 
word Charlie Wonderful. Where did you get those words? 

A Well, those words, that is a name which appears 
in the business communities over the years and it's a stvle 
that is part of our report. 

Q Where did you qet the words crackdown on 


Executives? | 
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A That refers to the entire paragraph. 
.@) The first sentence qoes Gulf & Western 


Industries chairran forced to oust Matthew Lawlor two weeks 
ago after discovery of questionable practices hv Lawlor as 
vice president emplovee relations. Where did you qet 
that information? 

A From my source. 

@) Had that heen checked with any other source 
besides the first source? 

A Yes. 

@) Where did yo. get the information Lawlor in 
charge of G&W Personnel Department? 

A Well, that was public information. 

G Next sentence, reportedly set un dummy corpor- 


ation, Mark Group. 


Where did you get that information? 


A From my source. 
9) Is that a full sentence,by the way? | 
: | 
A No. 
fe) Is that the usual™s:: .tvle that vou write | 
in? | 
A Yes, pretty much. | 
0 Next sentence, opened hack, for dummy corporationl. 


Where did that come from? 


SOUTHERN OIS” ‘CT COURT REPORTERS, US. COURTHOUSE 
FOLEY ."\UARE, NEW YORK, N.Y. CO 77-4560 


mbbr 62 Billingqs-direct = ne 
3'70A 

A From my source, 

(@) Is that a full sentence? 

A No. 

Q Next sentence, "Chanelled unsolicited job 
resumes to Mark Group.” Where did that come from? 

A From my source. 

(@) Next sentence, "Extracted fees for" -- 


THE COURT: You say your source. 


Are you talking now about this? 


THE WITNESS: The initial source. 

THE COURT: Unidentified newsnaner journalis 
or are you talking about what the associate 2ditor brouch 
back to you after talking with senicr executives at Gulf 
Western? What do you mean? 

THE WITNESS: This is the -- 

MR. STEIN: Executives at Gulf & Western. 


THE WITNESS: No, I said a source within 
Gulf & Western. 

THE MURT: Not an execvtive? 

THE WITNESS: No, sir. 

THE COURT: Would you read back her answer to 
that question? We will take a short recess. 

(Question and answer read.) 


THE WITNESS: Well, he said it was a 
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corporate executive. 


THE COURT: What corporate executive? 
THE WITNESS: A corporate executive. 
THE COURT: What,AT&T or somethina? 


THE WITNESS: No. 


34 


THE COURT: Gulf & Western, is that what you are 


referring to? 


Western. 


0 


A 


0 


THE WITNESS: No, sir, it was not Gulf & 


Was there a third source 


Yes, there was. 


The corrorate executive to which vou refer was 


second source? 


That is correct. 

There was a third source? 

That is correct. 

Where was that third source located? 
Within Gulf & Western. 

Was that a corporate executive? 

No. 

Ald viaht, 


let me go back to Fxhibit 18. That is 


report in question here. “Channelled unso:icited 


resumes 


Mark Groun." Where did that come from? 
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From my initial source. 
From your initial source? 
Right. 
Was that checked out further? 
Yes, it was. 


Checked out with that second source you referred 


Next one "Extracted fees for placement of execu- 


tives with G&wW". Where did you get that information? 


A 


From my initial source. 
Was that checked out? 
Yes, it was. 

Is that a full sentence? 


No, it is not. 


Are there any subjective clauses in there? 


MR. RUDELL: I object to that, your Honor. 


It speaks for itself. 


THE COURT: I would think so. You know one 


of the requirements for a judge is that you have to go 


through high school. 


Q 


Next Charlie eliminates title. Where did you 


get that information? 


After checking with Gulf & Western, we found out th 
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the title was no longer in use. 
Q Next sentence"Turned over Lawlor's duties to 
Director of Personnel Davis 
Where did you get that information? 
A From Gulf & Western. 

THE COURT: You say you got it from Gulf & 
Western. Who in Gulf & Western? 

MR .REINER: Your Honor, from the very outset 
of the litigation we have asserted the Shield Law of the 
State of New York. Plaintiff has received notice 
of this last June in notices to admit, interrogatories 
have asserted it. Not once have they ever brought it to 
the Court's attention. 

THE COURT: I just asked the question. We are 


not talking about the plaintiff. 


MR. REINER: Your Honor -=- 


THE COURT: If she doesn't want to tell me, 
that's all right. It will go to her credibility however. 
MR. REINER: I understand that, your Honor. 


I understand. 

Q Will you tell me , Miss Billings, as ar editor 
why was this article newsworthy in your case? 

A The article is newsworthy for several reasons. 


First of all -- 


SOUTHERN DIST &ICT COURT REPORTERS, U.S. COURTHOUSE 
FOLEY 2 QUARE, NEW YORK, N.Y, CO 7-4580 


Billings-direct 


mbbr 66 
MR. RUDELL: I object to that, if your Honor 
Fleases. The article speaks for itself. 
MR. REINER: Your Honor, I am asking. 
THE COURT: Overruled. 
Q Please proceed. 
A The article is newsworthy for several reasons. 


First of all, Mr. Lawlow being a vice president 

ania corporate officer of Gulf & Western, which is a 
major conglomerate and among one of the hundred largest 
corporations in the United States, He was therefore of 
interest to my particular audience because the audience 
could be either creditors or suppliers or even investors 
in Gulf & Western, and they are entitled to know what is 
going on in the corporations with which they may do 
business, 

Q In the context of your subscribers and reader- 


ship, was Mr. Lawlor someone of interest and importance? 


A Yes, very definitely. 

Q Would he have been well known or known to your 
subscribers? 

A Yes. 

Q Did there come a time when you ever were in 


direct communication with Mr. Lawlow? 


A Yes. 
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When was that? 


further investigation after about a week I was able to 
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3 | A Well, that about two weeks I think somewhere in 

| 
4 || the middle of June of '73. 
5 i Q Did you try to get in touch with Mr. Lawlor 
6 | epi ea the publication? 
7 A Yes, we did. 
8 Q Were you successful? | 
’ A No. | 
10 Q Did you know where he lived? 
i A Not at chat time? 
12 Q Did you try to find out where he lived? 
13 A Yes, we did. 
4 | Q Did you subsequently get in touch with him after 
15 | the publication? 
16 A Yes. 
7 Q Could you tell me the circumstances surrounding 
18 you getting in touch with him after the publication? 
19 | A I received a letter from the lawyer Edgar 
20 || Bennett Williams stating thatthere was some dissatisfaction 

| | 
21 with the article that appeared in the May 22nd issue of the 
22 | Gallagher Presidents Report. I then tried to find out | 
33 | where Mr. Lawlor lived, so that I might contact him to 
mA || find out what caused this letter to be written; and through 
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locate him up in Connecticut. 


Q What was your first communication with Mr. Lawlor? 
A It was a telephone call to his home. 

Q What did you say and what did he Say? 

A Well, the first time I called he wasn't home, 


and Mrs. Lawlor took the message. 


Q Did?you speak with him subsequently? 

A ¥es;,..2 did, 

Q When was that? 

A Approximately June lL5th. 

Q And what manner of communication did you have? 

A Telephone call. I called hack. 

Q What did you say and what did he Say? | 
A I told him I had received the letter, and that 


I didn't know what it was all about, and I thought it 
might be a good idea for us to sit down and discuss it. 
Q What did he say? 


A ves, he thought it was a good idea, and we 


set up a luncheon meeting for the 26th of June at the 
Tudor Room of the Commodore Hotel. 

Q Did you have a meeting with Mr. Lawlor at the 
Tudor Room of the hotel you just testified? 


A Yes. 


Q What did you say; what did he say? 
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A I told him the purpose of the meeting was first 
of all that there was somewhat of a cloud over this situ- 
ation, and I thought that it was up to him to dispel the 
cloud, and secondly, I wanted to find out whether he felt 
he had been unfairly treated by Gulf & Western. 

Q What did he say? 


A He said he had been unfairly treated, but when 


I pressed him further on why he thought so, he did not care 


to go into it. 

Q Did you have any other discussions with him? 

A Yes. WE were discussing what he planned to do, 
and he mentioned that he wanted to concentrate 80 per cent 
of his time to get relocated, and 20 per cent cf his time 
to settling the matter at hand. 

When I asked him what he would be interested 
in doing in relocating, he said, well, he was thinking of 
going into business for himself, but he didn't want to 
rule out all options. He still, if the right situation 
came along, he would be interested in rejoining the corpor- 
ate scene, 

Q What did you say, if anything? 

A Well, I said to him, it was interesting because 
I had recently met with a man who had been an executive 


with another leading corporation, and who had recently 
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I! 
2 gone into business for himself, and I suggested if he 
3 | were interested, I would be very happy to get the two to- 
| 

4 gether, I think there might be a mutuality of interest 

5 | there, and it might be helpful for him in the setting up of 

6 a business. 

7 4 Q What did Mr. Lawlor say, if anything? 

8 A Well, he was generally receptive tothe idea, but 

9 || he said he didn't want to X out any options at this “ime, 
10 } he was keeping an open mind on the matter, 
ll Q Did he say anything further at any meeting? 
12 A Well, at the meeting I also mentioned the fact er 
13 || his particular area of expertise was in great demand by the 
14 business community, particularly amonq smaller businesses, | 
15 | that are not able to afford the full-time services of a 
16 ! person who would be an epxert in industrial relations, 

17 and I suggested that this whole area was one of interest | 
18 | to my readers, and that a person such as himself, if he | 
19 } were going into an independent consultants, I would do an | 
20 || items in the report which might call for the need for 
21 || small business to look into this and that independent 
22 consultants were available in this area which could help | 
23 smaller businesses, | 
2A Q Anything further said? | 
25 A In general, I think that pretty well sums up the 

| 
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meeting. 
Q Did you have any ogher further communications with 


Mr. Lawlor thereafter? 

A Yes, I did. I went back to my office and I wrote 
up the piece to which I just referred, and I called him on 
the telephone, and said I have a piece here, and I'd like 
you to hear it and tell me what you think. 

So I read it to him over the phone and he liked 


| 
it but he said "Well, I don't want you to do anything now. 
I still haven't made up my mind on this consultant thing 


and I don't want to go ahead with something like that until I 
have made my mind up definitely." 
Q What if anything further happened? 


A Well, I told Mr. Lawlor at that time to please 


regard. 


| 

get back to me when any decisions had been made in that | 
| 

Q Did any of these discussions concern a retraction 


of any nature? 
A No, sir. 


Q This piece you are talking about, was that supposed 


to be a retraction? 
A No, it was not. 
Q As you sit on the stand now, do you believe 


the contents of the redort of May 22nd 19723 concerning 


SOUTHERN OIST “ICT COURT REPORTERS, U.S. COURTHOUSE 
FOLEY IUARE, NEW YORK, N.Y. CO 7-4580 


wo 


20 


21 


~] 
wa 


g 


: 380A 2555 
mbbr 72 Billings-direct-cross 
Mr. Lawlor to be true and accurate? 
A Yes, I do. 
MR. REINER: JT have no further questions,your 
Honor. 
CROSS EXAMINATION 
BY MR. STOLZAR: 
Q Miss Billings, you said in your direct testimony 
that you tried to reach Mr. Lawlor p: ior tothe publication 
of the article, did you not? 


A That is correct. 


Q When you were being deposed in my office prior to 


this .rial, and you were asked whether you contacted or 
tried to contact Mr. Lawlor, didn't you answer, no? 

MR.REINER Your Honor, I object. I don't 
have a copy of the transcript. 

MR. STOLZAR: Nor do I, sir, I am sorry. 

MR. REINER: I object, your Honor. I have no 
transcript to which to refer. The plaintiff has not pro- 
vided me with a transcript. 

THE COURT: Overruled. 

MR. STEIN: Your Honor, so far as we know 
there has been no transcription of Miss Billings' testi- 
mony despite the fact that it was taken over a month ago. 

THE COURT: Overruled. Answer the question, 
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A Ho, x. did not. 


Q Do you know for a fact of your own knowledge that 
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2 A I don't recall at thattime what was mid. 

3 | Q You didn't recall what you said in August of this 

4 | year or September of this year but you recall so vividly 

5 | your conversation with Mr. Lawlor? 

6 | THE COURT: Sustained. That is argumentative. 

7 MR REINER: Objection. 

| Q How did you try to contact Mr. Lawlor prior to 

9 the publication of the article? 

10 A Well, as I have just mentioned here, Gulf & | 

11 Western was called to first of all verify the fact that 

12 Mr. Lawlor was no longer in the employ of Gulf & Western, | 

} 

13 at which time it was asked where Mr. Lawlor might be, and | 

14 | were informed that there was no forwarding ac.ress for ! 

15 Mr. Lawlor. 

16 | Q Who made this inquiry? | 

17 | A My associate, Mr. Kenney. 

18 Q DDid you hear the inquiry being made? | 
| 
| 
| 


he actually did make this inquiry? 


A Because he told me, 
25 Q Because he told you? 
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A Yes. 
Q And that is the only way you know that he made 


this inquiry? 


A No,he has -- he made notes on his inquiry. 

Q Did he make notes on his other inquiries? 

A Yes, sir. 

Q Do you have those notes? 

A Do I have them now? 

Q Yes. 

A My lawyers have them, I don't now if they 
are here but -- 


MR. REINER: I will look. Your Honor, this would 
have been more properly the subject of discovery, 
THE COURT: I would have thought so, or certainly 


a notice to produce at the trial or something. All right, 


go on. 

MR. REINER: Your Honor, we did produce docu- 
ments. Please don't misunderstand me. 

THE COURT: Do you have the notes? 

MR. REINER: I don't know, your Honor. I will 
look. 


THE COURT: If you have then, produce them. 
MR. REIN=R: I certainly will, your Honor. 


THE COURT: Proceed. 
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Q With whom did Mr. Kenney check the accuracy 
of the statements made prior to the publication? 

A With a corporate executive towhom I referred 
earlier, and a source at Gulf & West rn. 

Q When you say with a corporate executive, you 
mean a corporate executive of Gulf & Western? 

A NO, 2T.sdo mot. 

I think I already said,to clarify the three 
sources, that the second source was a corporate executive 
not associated with Gulf & Western. 

THE COURT: I take it then you did not ask any 


corporate executive, didn't check this story out with any 


corporate executive of Gulf & Western? Is that what you 


are telling me? 
THE WITNESS: Yes, sir. 
THE COURT: Before you published it? 


THE WITNESS: Right. 


Q What is the source of your knowledge that Lawlor 


would have been known to your subscribers? 


A Well, his name was certainly in public documents 


such as prospectuses and 10-Ks and annual reports. Also 


being a corporate officer, he would have a high visibility 


in the business community. 


Q Did you see those prospectuses 1 orporate 
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reports and proxy statements naming Lawlor? 


3 A Yes, sir. 

4 | Q When did you see them? 

5 | A Before publication. 

6 | Q iow much before publication? 

7 | A Well, I got the information approximately a week 

8 ! ahead of Publication. f[t would be some time within -- jn 

9 || that week. 

10 1 Q Where did you see such prospectuses and proxy 

1] | reports? 

12 1 A In our files, 

i| 

13 Q In your files? 

14 | A In our corporate files, right. 

15 ! Q Do you maintain files On all corporations? 

| 

16 | A Yes, sir. 

17 Q How big are your offices? 

18 A I don't know the Square footage exactly. I don’t 

19 || quite know how to answer this except wehave 25 employees, 

20 | Q In relation to the size of this courtroom? 

21 } A 25 employees so roughly in relation to this 

22 courtroom, I would Say it is approximately this size. 

23 Q And in a room approximately this size you have 

24 | 25 employees and you maintain records of all corporations? 
Not all corporations. Leading corporations 


cass 
| 


SOUTHERN DIS* 4ICT COURT REPORTERS, u.S. COURTHOUSE 
FOLEY )UARE, NEw YORK, N.Y. CO 77-4589 


SOUTHERN DIST CT COURT REPORT} -:$. COURTHOUSE 
FOLEY _"“UARE, NEW YORK, ! CO 7-4$80 


1 1 mbbr 77 Billings-cross 
2 publicly owned, some even private, 
3 I Q And you went to those files and Pulled out the 
4 Proxy reports and you saw Lawlor's name? 
5 | A Yes. 
6 ji THE COURT: Counsel, you can get it in Standard ¢& | 
7 || Poors. 
8 Q Did those reports contain Mr. Lawlor's home address? | 
9 | A No, they did not. | 
10 || Q Miss Billings, dia you actually attempt to reach 
11 Mr. Lawlor before you got the letter from Edward Bennett | 
12 || Williams? | 
13 } A 2 Gten t personally, My associate, Mr. Kenney, | 
| 
14 as I have explained, called Gulf & Western to determine 
15 || whether Mr. Lawlor was still in the employ of the company. | 
16 He found out that he was not. We asked where he might be | 
17 located, the company said that there was no forwarding | 
18 | address for Mr. Lawlor. 
| 
19 | Q You said when you called Mr. Lawlor at his home 
20 after you located it, you wantea to meet with him to find — 
21 || what it was all about at that point? 
22 A I wanted to know what the lawyer letter was all | 
233 || about. | 
oA | Q Wasn't the lawyer's letter quite specific that | 
2 || your publication had Slandered and libeled Mr. Lawlor? | 
| 
| 


a 
S 
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A No, sir, I don't think that's -- 7 don't have the 
letter in front of me but I don't think that is what the 
letter said. 

Q Miss Billings, you have talked this morning about 
how you would like to help mr. Lawlor in obtaining €mploy- 
ment or Putting him together with Somebody else so that he 
could go into business with him. Is that right? 

A Yes, sir. 

Q In the light of your article and YOur conclusion that 
it was true and that this man was guilty of some corporate 
conflict of interest, and Other Problems, why did you offer 
your assistance? 

A Well, first of all, I think one has to realize 
that anyone is in a position to be helped, 

Secondly, I being a small business --~ 


MR. REINER: Your Honor, she is replying to 


an open question, | 


THE COURT: Yes, wide Open. Go ahead. 
A Secondly, I run a small business, and I didn't 
want any lawsuits Simply because my time is very valuable, | 
and it is also an expensive Procedure, and I Was anxious 
to meet with mr. Lawlor and to try to help him in any way 


Possible, 


This despite the fact that you had concluded 
@) This I y 
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2 that your article stated the truth? 
3 A Well, I have no axe to grind with Mr. Lawlor, | 
4 as I explained to him when I met him. 
5 ! Q Did you have an axe to grind with the other 
6 || People with whom you had Placed Lawlor, this -- 
7 A No, sir. 
8 MR. REINER: Objection, your Honor. 
| THE COURT: Your counsel anticipated the answer | 
10 would be yes. | 
11 Q Miss Billings, would you tell us precisely 
12 what steps were taken by you or Mr. Kenney or anyone else ! 
| | 
13 | in your organization to check out the truth ef the artic le 
1 
14 before it was published? | 
rf 
15 I A Firat of all, as t explained, the initial source | 
i 
16 I whom I had had dealings with for six or seven years, and in tHe 
| 
7 | past had given me much material which had never been | 
18 questioned, I have every confidence in the authoritativeness | 
19 || and accuracy of the material he gave me, | 
20 | Q Please, Miss Billings, 5ell us what you did. | 
21 MR. REINER: He asked an open question again. | 
22 THE COURT: No, he didn't ask, he asked her what shd 
23 did and she is making a speech. 
2A A I turned it over to Mr. Kenney, whom I instructed | 
25 | then to check-out further with additional sources. | 
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Q Nhat did Mr. Kenney do? 
A Mr. Kenney then proceeded to check the information 


which I had given him, to check that out with additional 
sources, 

Q What were those sources? 

A A corporate executive not affiliated with Gulf & 


Western, and a source within Gulf ¢§& Western, 


Q These were people sources? 

A tes, sir. 

Q Not books and records? 

A No, sir. 

Q Did Mr, Kenney go to the bank to check out the 


Mark Group account? 

A No, sir. 

Q Did Mr. Kenney go to the Secretary of State's 
office or contact the Secretary of State's office to 
learn whether there Was a corporation by the name ot 
Mark Group? 

A No,nsir, 


Q Did Mr. Kenney ever see any checks to the order 


A No, sir. 
Q Did Mr. Kenney ever see any checks from Gulf & 


Western for fees Paid to the Mark Group? 
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2 i A No, sir. 

3 THE COURT: I take it this Gallagher Report 

, 4 | circulates throughout the country? 

5 | THE WITNESS: Yes, sir. 

6 || THE COURT: In every state? 

7 || THE COURT: Yes, sir. 

8 THE COURT: Where is it printed? 

9 THE WITNESS: In New York, 
10 THE COURT: Is it distributed through the mails? 
ll THE WITNESS: Yes, 
12 | Q Who was your initial source? 
13 | MR. REINER: Objection, your Honor. Last June 
i4 || we asserted the Civil Rights Law of the State of New York 
15 and not once has counsel moved this. 
16 THE COURT: Overruled. 
17 \ A As I indicated my initial source was a professional 
18 | journalist with whom I had knowledge for at least six or 
19 } seven years. 
20 | THE COURT: The answer is not responsive. 
21 | MR, REINER: Your Honor, this Civil Rights 
22 | Law has constitutional overtones. If counsel wanted to 
23 ! test this -- 
24 THE COURT: I just directed the witness to answer. 
2 || Thatgives you ground to test it, 
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MR. REINER: Your Honor, the Constitution ~- 
THE Court: Answer the question, Who was it? 
MR. REINER: Your Honor, tliay I -- 


THE Court: Name tho Person, 

MR. REINER: Your Honor, may I respectfully 
request of the Court that if rulings are going to be made 
@this, that it involves a constitutional question, 

THE COURT: Jf have ruled On it. 

Proceed, You don't have to write a tome. You 
have just established that this thing was Published through-~ 


out the United States, that they used the mail, There 


is a Serious question whether New York law Can govern it, even! 


if the New York law is valid, which I doubt. 

Proceed, 

MR. REINER: Your Honor, may I make an appli- 
Cation? 

THE Court: Answer the question, 

MR. REINER: That the law applies here and that 
it is constitutional and that if your Honor holds it uncon- 
Stitutional, that we would like to test that Out with a 
three-judge court, It is a state statute, 


THE COURT: We will worry about that next time 


Answer the question, 


A Well, your Honor, T don't feel in a POSition 


SOUTHERN 0181 ,1CT COURT REPORTERS, us COURTHOUS, 
FOLEY “UARE NEW YORK, N.Y. CO 7-4580 


to 


nm 


g 
U 


- 894A Sbb 


mbbr 83 Billings~cross 
that I could name this particular source. 


THE COURT: You refuse to answer it? 


THE WITNESS: Yes, sir, based on the fact that the 


entire publication is built on the confidential sources, 


THE COURT: You are mindful that you are charged 


here with malice and that you published this article without 


verifying its truth, and with reckless disregard as to 


whether it was true Or false? You are aware of that? 


THE COURT: Are you ware of that? 


THE WITNESS: No, sir, I was not aware that this 
, , 


constituted reckless aisregard. 


THE COURT: I didn't ask you that. 


Are you aware that that is what you are charged witl 


by this plaintiff? 


THE WITNESS: I mean, so be it. I -- 


THE COURT: Are you aware of it? Can you answer 


the question? 
THE WITNESS: Now I guess -- 
THE COURT: You are being very evasive. 
THE WITNESS: I don't mean to be, your Honor. 
THE COURT: Can you answer the question yes or 
no? Is that what you are charged with? 


THE WITNESS: All right. That is what I am 
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being charged with, 
THE COURT: Youstill refuse to tell us the | 
identity of these sources? | 
THE WITNESS: Yes, Sir, I do based on the -- 
THE COURT: All right, 
Q Who was the corporate executive source? 
MR. REINER: Same objection, your Honor. 
THE COURT: Overruled. 
A It was a corporate executive with whom I had also 
had experience in the past six orseven years with information 
Q Would you please answer the question with the | 
name of the executive? 
A Ioama 
on my second source, I am unable to name that source. 
THE COURT: You refuse to? 
THE WITNESS: To protect that source. 
THE COURT: I didn't ask you that, 


THE WITNESS: All right. 


THE COURT: Do you refuse to answer it? 
THE WITNESS: Yes, ZI.doa. 
Q Would you give us the name of the contact within 
Gulf & Western with whom Mr. Kenney sought to verify your 
article? 


MR. REINER: Same objection, same Grounds, your 
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. . «donor. 

eo THt COURT: Overruled. 

1} 

4 || 
|| THE WITNESS: Again, I am unable to give you that. 
| 

5 | In aaron a. 4 
THE COURT: Do you refuse to do it? 

6 ii | 
THE WITNESS: Yes, sir. 
| | 

7 | : P 
t MR.STOLZAR: I have no further questions of this | 

ie aaa | 
| witness. | 
il 

9 || 
r Excuse me, your Honor, may I ask the witness 

10 || ) 
| a further set of questions? 

7 

11 ! — 

BY MR. STOLZAR: 
i 

12 || : ' a ae oe 
iI Q Can you identify this document? This is a 
1! 

! 

13 |! | 
1 letter -- 
| | 

4 jj , 
{| MR. REINER: Can we have it marked? 

15 ; 

? ! THE COURT:Y es, please mark it, Mr. Stolzar. 

16 | 

Be P P i 
i} MR. STOLZAR: These will be Plaintiff's 
|| 

| | 

j | va ie ° ‘ ‘ 
| Exhibits 23 and 24 for identifcation. 

HI 
18 | 

XX (Plaintiff's Exhibits 23 and 24 were marked 
I} 

19 || ; eee 
for identification.) 

20 

a MR.REINER: May I see them before any questions 

21 | : ie i » ; Ee we 
|} are asked? Do you have them in front of you, Miss 

22 ; 
| Billings? 

23 , tires 
THE WITNESS: Yes. 

4 | | 
MR Z3INER: May I see them, please? 

25 ; 

(Mr. Reiner examines decuments.) 
| 
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BY MR. STOLZAR: 
Q Can you identify these letters? 
AN t%é@s, sir, IT eaa. 
Q Are those the Jetters that you referred to in your 


Prior testimony from Edward Bennett Williams? 


A That is right. 
MI STOLZAR: I offer Exhibits 23 and 25 in 


evidence, 
(Plaintiff's Exhibits 23 and 24 were received 

in evidence.) 

Q Is it not a fact, Miss Billings, that the letter 
from Williams apprised you of the fact that the article in 
Gallagher Presidents Report of May 22nd concerning Lawlor 
was false and defamatory to Matthew Lawlor, and that he 
had retained the offices of Willams , Connolly & Califano 
in this matter for wm amicable disposition? 

MR. REINER: Objection. 


THE COURT: Sustained. 


Q Did you reply to Mr. Williams' letter? 
A Yes, I did. 
Q Is this a copy of your reply? 


het 


MR. REINER: May we have it marked, your Honor? 


MR.STOLZAR: That will be Plaintiff's Exhibit 25 


for identification. 
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‘ | Honor. 
3 THE COURT: Overruled. 
4 THE WITNESS: Again, I am unable to give you that. 
> THE COURT: Do vou refuse to do it? 
! 
{ THE WITNESS: Yes, sir. 
MR.STOLZAR: I have no further questions of this 
8 
! witness. 
| 
9 P 
Excuse me, your Honor, may I ask the witness 
" a further set of questions? 
1 || BY MR. STOLZAR: 
a | Q Can you identify this document? This is a | 
| letter -- . | 
14 | | 
MR. REINER: Can we have it marked? 
5 THE COURT:Y es, please mark it, Mr. Stolzar. 
* MR. STOLZAR: These will be Plaintiff's 
7 | Exhibits 23 and 24 for identifcation. 
xX 16 : (Plainti“<*'s Exhibits 23 and 24 were marked 
19 | for identification.) 
if 
od MR.REINER: May £ see them before any questions 
ai are asked? Do you have them in front of you, Miss 
= Billings? 
2 THE WITNESS: Yes. 
a MR. REINER: May I see them, please? 
25 
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BY MR. STOLZAR: 


Q Can you identify these letters? 
A Yes, sir, I can. 
Q Are those the letters that you referred to in your 


prior testimony from Edward Bennett Williams? 

A That is right. 

MR. STOLZAR: I offer Exhibits 23 and. 25 dry 
evidence. 
(Plaintiff's Exhibits 23 and 24 were received 

in evidence.) 

Q Is it not a fact, Miss Billings, that the letter 
from Williams apprised you of the fact that the article in 
Gallagher Presidents Report of May 22nd concerning Lawlor 
was false and defamatory to Matthew Lawlor, and that he 
had retained the offices of Willams , Connolly & Califano 
in this matter for am amicable disposition? 

MR. REINER: Objection. 
THE COURT: Sustained. 

Q Did you reply to Mr. Williams' letter? 

A OG, 2) eta. = 

Q Is this a copy of your reply? 

MR. REINER: May we have it marked, your Honor? 
MR.STOLZAR: That will be Plaintiff's Exhibit 25 
for identification. 
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THE WITNESS: Yes, right. 
(Plaintiff's Exhibit 25 was marked for 


identification.) 


A ees 


MR. STOLZAR: I offer it in evidence, your Honor. 
(Plaintiff's Exhibit 25 was received in 
evidence,) 
Q Miss Billings, you stated that when you met with 
Mr. Lalor, he brought with him and gave you a copy 
of his resume? 
A Two copies. 
MR. REINER: I don't believe that was the testimony | 
your Honor, but I -- | 
(Plaintiff's Exhibit 26 marked for identification.) | 
Q 1 show you Plaintiff's Exhibit No. 26 for | 
identification and ask you , this is a copy of the resume? 
MR. REINER: Your Honor, I don't believe that was 
the testimony but -- 
THE COURT: Show it to the witness if you are 
asking her if it is a copy of the resume, I don't know 
how she can answer when you hand ‘t to him, 
(Paper handed towitne 
A Yes; six, biahs 
MR. STOLZAR: I offer this document in evidence. 
MR. STEIN: Your Honor, I object to receiving 


into evidence Mr. Lawlor's resume. I don't knowwhat 
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issue in this case it is probative of. 
THE COURT: Received, Overruled. 
MR. STEIN: Exception, 
(Plaintiff's Exhibit 26 WAS received 
evidence.) 
Q Isn't it a fact that in this meeting you were 


made aware by Mr. Lawlor that he was seeking a position 


Similar to the one from which he was fired at Gulf 5 Western? 


A As a matter of fact, I asked him to bring the 
resumes to the luncheon meeting.; so that the fact was 


that -- 


(Pause,) 

MR. REINER: Is there a question outstanding? 

MR. STOLZER: Would you read the question again, 
sir? 


(Question and answer read.) 

A ~~ that there was no Clear indication that he 
was specifically looking for ajob such as he had at Gulf & 
Western, 

Q Did you offer to send him to the top five 
companies? 

A No, sir, I did not. 

MR. STOLZER: No further questions. 
MR. REINER: I have no further questions, your 
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2 f Honor. 
3 MR. STEIN: I have no questions, your Honor. 
‘ | THE COURT: I would tell you before you leave 
’ | the stand, as I regard it, you have no Privilege not to reveal] 
| 
. } your sources that you used to check this. 1 think the 
; | Plaintiff's interest here in getting at the truth in this cas 
P | far Outweighs any privilege that you might think you have, 
' | so I direct you tc disclose those sources for the last time, 
10 to identify the Sources you checked, 
il THE COURT: May I ask for an adjournment for five | 
2 | minutes, your Honor? | 
| | 
= THE COURT: Sure. | 
- I THE WITNESS: To coniar with my counsel? 
5 | THE COURT: Sure. 
” | (Recess, ) 
"lcoynrura SESBREN-G 6; -sesniess 
18 | THE COURT: Have you conferred with counsel? 
19 THE WITNESS: Yes, I have. 
: THE COURT: And are you going to comply with the | 
m1 Court's direction or not? | 
a | THE WITNESS: Contrary to the advice of my cuilnsel, 
your ‘Ionor, I feej that I cannot reveal the names of my 
sources, 
5 


THE COURT: Do you refuse to it despite the 
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Court's direction to do so? 
THE WITNESS: Yes, sir, I am afraid so. 
THE COURT: All right. 
MR.STOLZAR: I have no further questions of this 


witne-s. your Honor. 


THE COURT: Do you have any motions at this time? © 


MR. REINER: I have no question. at this time. 

THE COURT: No, I am asking pla‘i.tiff£'s counsel. 

MR. STOLZAR: If your Hovcr plesse, at this time 
I move that the testimony of the \ tr-ss cynthia A, 
Billings be stricken from the record an the ground that she 
has filed and refused to answer the Court's direction to 
answer questions. 

MR. REINER: May I be heard, your Honor. 

I specifically made reference before to the 
Civil Rights Law. Section 79H of the State of New York and 
I again submit to your Honor that under that statute 
Miss Billings i. 4 journalist as a resident of the State 
of New York, this is a publication published in the State 
of New York, has a right toinvoke that. 

THe COURT: It its published throughout the 
United States, 

MR. REINER: Yes, your Honor, but it is published 


in the State of New York and she is a citizen of the 
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2 _ State of New YOrk and that a citizen as a citizen of the : 
3 | State of New York has a right to invoke the statute. 
4 | THE COURT: I don't think so and I don't think we | 
5 { get to theconstitutionality of the statute. I think | 
| 

6 | under Garland v. Torre 259 Fed. 2a 545, she has a plain 
7 duty to answer the question. 
8 | MR. REINER: Your Honor, I respectfully submit 
9 | this statute was passed subsequent to that case. 
10 | THE COURT: I am aware of that. 
ll MR. REINER: It was passed for that specific 
12 Purpose and intent, and as a citizen of the state this is 
13 | a diversity action, your Honor. | 
iq || THE COURT: I am aware of that. | 
15 | MR. REINER: Your Honor is sitting here as if | 
16 | he were a state court judge replying to law of the State | 
17 i of New York and I submit if this action were pending in the 
18 | State Court of New York, the Judges of the State of | 
19 | New York would apply the statute and enforce the statute. 
29 MR. STOLZAR: May I be heard on the subject. 
21 THE COURT: I don't think I need argument. 

- 22 MR. REINER: Your Honor, may I submit a memorandum 
23 of law on this? 
24 By the way, your Honor, this was raised last 
2 || Junc, your Honor, and really if motions had been made to the r 
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THE COURT: I don't see how you could raise j¢ 
short of putting the witness on the stand, 

MR. REINER: Your Honor, the witness was deposed 
a month ago and we took the Shield Law. 

THE COURT: She could still have changed her 
mind. 

MR. REINER: No, your Honor, consistently we 
have asserted this privilege since June, your Honor. 

THE COURT: I don't put any stock in that. 

MR. REINER: As a matter of fact, your Honor -- 

THE COURT: All rigi, I will grant the motion 
to strike her testimony. I will go further. we will Strike 
her answer, She has made it impossible for you t» sustain 
your burden of proof as to thet and they can't have it both 
ways. We will strike the answer and grant judgment in your 
favor as to Gallagher. 

MR.REINER: - May I renew my application that 
under the Gertz decision the Plaintiff has failed as part 
of the prima facie case to prove any fault whatsoever. 
It is plaintiff's burden of proof, your Honor, not the 
defendants here. Under Gertz it is the Plaintiff's 
and it has failed to be done. 

TUE COURT: which has been utterly frustrated, 


the burden of proof, by your wilful failure to disclose the 
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sources and there is absolutely no way of proving it. 

MR. REINER: Your Honor, may I make one further 
application to the Court. 

Your Honor, as a matter of law, the truth to a 
defamation is independent of the sources, and if in fact 
the statements made were true, there is a complete defense, 
an absolute defense, that has nothing to do with sources, a 
Honor. And that as far as that is concerned we are entitled | 
to a judgment cismissing the complaint because every single 


Statement was true. 


THE COURT: I have already directed the entry 
of judgment against your cleint, period. You may step 
down, 

MR. STEIN: Your Honor, may { be heard? 

THE COURT: Unless you wish to cross examine. 

MR. STEIN: No, I do not wish to be heard on a 
motion for dismissal as to the Gulf §& Western defendants. 

THE COURT: Wait. We are not through yet. 

Have you rested? 

MR. STEIN: Yes, 

MR. STOLZAR: If your Honor pleases, may I ask 
just one more question? 

THE COURT: liave you rested? 


MR. REINER: Except that I renew my motions to 
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dismiss. 


4 i goes? 


! Honor. 


Thank yu, 


concerned. 


THE COURT: Have you rested as far 4S your proof 


MR. REINER: As far as my proof goes, yes, your 


THE COURT: All right. 
Have you rested? 


MR. STOLZAR: Yes, your Honor, as far as proof is 


“HE COURT: iright. 


MR. REINER: Your Honor, may I consult with my 


client once more in an attempt to try to resolve this? 


sir? 

MR. REINER:., May we be € :cused again? 
THE COURT: Sure, 

MR. RETNER: Thank you. 

“HE COURT: Recess for lunch until 2:15, 


(Luncheon recess.) 
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2 larre RNOON  sesston; 
3 | (In the robing room. Present: Mr. Stolzar, 
| Mr. Stein, and mr. Reiner.) | 
5 | THE COURT: Let the re Ord reflect that in | 
, | conference with counsel, it is agreed by counsel for all partis 
' |} that this testimony which we are about to take be taken | 
: | in camera except for the presence of counsel and the witness, 
. | the reporter, my two law clerks, and the Judge and one ! 
oo! od it counsel for each Side, and that this part of the transcript 
| 
il | be sealed and not disclosed to any other party without 
a | the order of the Court. | 
" | Is that fair? ! 
” | MR. REINER: Thark you. | 
5 THE COURT: So agreed, gentlemen? | 
16 MR. STEIN: It's agreed, your Honor. 
Y si | IR. STOLZAR: So agreed, 
18 | THE COURT: All right, proceed. 
19 | (The following Portion of the minutes of the 
20 trial were sealed by order of the Court.} | 
21 | 
22 
23 
24 
25 
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-against- 
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THE GALLAGHER PRESIDENTS’ REPORT, 
INC., CYNTHIA A. BILLINGS, GULF & 
WESTERN INDUSTRIES, INC., DAVID 
N. JUDELSON and MARTIN Ss. DAVIS, 


OPINION 


Defendants. 


APPEARANCES: 


Richard Ives Rudell and 
Davis J. Stolzar, New Yoru 
City, for plaintiff. 


Townley, Updike, Carter 5 
Rodgers, New York City, for 
The Gallagher Presidents' 
Report, Inc. and Cynthia 
A. Billings; ohn Paul 
Reiner and Raymond J. 
Soffientini, of counsel. 


Proskauer Rose Goetz & 
Mendelsohn, New York City; 
for Gulf & Western Indus 
tries, Inc., David N. 
Jud2lson and Martin Ss. 
Davis; Steven J. Stein 
and Jonathan M. Herman, 
of counsel. 


MacMAHON, District Judge. 


Plaintiff Matthew J. Lawlor, former vice- 


president of employee relations at Gulf & Western Indus- 


tries, Inc. ("G & W"), 


brings this diversity action for 


libel alleging three claims for relief. The parties 


waived a jury and the case was tried to the court. 


The first claim, brought against defendants 
David N. Judelson and G & W, alleges that Judelson, in 
his capacity as president of G & W, during a meeting 
held April 26, 1973, “in the presence of Plaintiff and 
other persons," uttered the following false and defama- 
tory statements of and concerning pliintiff: ", , - You 
went crazy this last year -- you have k2en grossl, guilty 
of conflict of interest," and "({y]ou and that McDermott 
set up the Mark Gri » Opened a bank account and hoped to 
get away with a great deal or money. . . ." Upon the 
trial, plaintiff was allowed to amend his complaint to 


allege thac during the meeting Cudelson also made other 


statements, set forth in the margin,2 which ere alleged to 


be false and defamatory. 


The second claim, brought against defendants 
G & Wand Martin s. Davis, alleges that Davis, in the 
course of his employment as senior vice-president of G&W, 
falsely stated to defendant Cynthia A. Billings, president 
and editor of The Gallagher Presidents' Report, Inc. ("Re- 
port"), or to one of its employees, that "plaintiff had ex- 
' trected fees from GULF for placement of executives with 
GULF" and that as a result Of Davis's statement "BILLINGS 


caused REPORT to publish the said statement by DAVIS in its 
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May 22, 1973 edition of 'The Gallagher Presidents' 


Report.'" 


The third claim, brought against Davis, Billings 


and Report, 


alleges that Davis maliciously intended that 


his statements to Billings be published in Report and that 


On May 22, 1973 


Zefendant Billings maliciously caused Re- 


port to publish the following matter of and cerning 


plaintiff: 


""CHARLIE WONDERFUL’ BLUHDORN 
CRACKS DOWN ON EXECUTIVES. Gulf + 
Western Industries chairman forced 
to oust Matthew Lawlor two weeks 
ago after discovery of question-~ 
able practices by Lawlor as V-p 
employee relations. Lawior in 
charze of G+W personnel depart- 
ment. Reportedly set up dummy 
corporation Mark Group. Opened 
bank account for dummy corpora- 
tion. Channeled unsolicited job 
resumes to Mark Group. Extracted 
fees for placement of executives 
with G+W. Charlie eliminates 
title. Turns over Lawlor's du- 
ties to director of personnel 
David Foreman." (Emphasis sup- 


pli-1.) 
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Plaintiff claims that, as a consequence of the alleged 
defamation, he was forced to resign from G & W, has been 
unable to obtain other employment, has been damaged in 
his reputation and credit, and has suffered pain and men- 
tal anguish, all to his damage, in the amount of 


$2,000,000 on each claim. 


Defendants G & W, Judelson and Davis deny the 
substance of each of the allegations and allege affirma- 
tive defenses of failure to state a claim, truth, fair 
comment, good faith and qualified privilege based upon 
both interest and duty, and counterclaim for relief in 
the form of a judgment directing plaintiff to account 
for, and pay over to G & W, all of the proceeds he re- 
ceived from his unauthorized exploitation of special 
knowledge, resources and information belonging to G & W 
which had been entrusted to him. Alternatively, these 


defendants seek damages arising out of plaintiff's breach 


of his fiduciary duties as a corporate officer, 


Defendants Report and Billings generally deny 
the allegations of the third claim, but admit the publi- 
cation of the alleged defamatory article and assert the 
affirmative defenses of failure to state a Claim, truth 


and privilege under the First Amendment. 
CHOICE OF LAW 


Since jurisdiction is based on diversizt:, we 
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must apply the choice of law rules of New York, the forum 
state.2 The applicabie New York rule requires a "govern- 
mental interests analysis" which looks to "the law of the 
jurisdiction which, because of its relationship or con- 
tact with the occurrence or the parties has the greatest 


concern with the specific issues raised in the litigation. "3 


The specific issues raised here involve alleged 
Slanderous and libelous statements made in New York. The 
individual defendants were all employed and present in New 
York City when the statements were made, and each of the 
corporate defendants has a principal place of business in 
New York, All parties agree that New York law applies. 
We will, therefore, apply New York law since New York ap- 
pears to have the most significant contacts with the is- 
sues and the parties and the greatest interest in having 


its law apply.4 
We turn now to consideration of the first claim. 
PLAINTIFF'S FIRST CLAIM 


The testimony upon the trial established that 
plaintiff, as G & W's vice-president of employee relations, 
was entrusted with the resumes and applications for employ- 


ment submitted by persons seeking positions with G « W. 


In early 1973, G & W hired a private investiga- 


tor, Jeremiah McAward, to investigate internal "leaks" of 
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confidential information and breaches of security at G & W. 
The investigation, including a search of plaintiff's desk 
and file cabinets, revealed that plaintiff and certain of 
his subordinates had apparently set up their own executive 
recruiting firm, known as the "Mark Group;" appropriated 
resumes and applications submitted to G & W; sought to 
place such applicants with outside companies on a commis- 
sion basis; opened a bank account in Stamford, Connecticut, 
near plaintiff's home; and had a mailing address and tele- 


phone answering service in Stamford, 


McAward reported this information to Judelson, 

and on April 26, 1973, Judelson, Davis, Bob Jones (G & W's 
counsel) and McAward met in Judelson's New York office. 
After discussing McAward's report, a tape recorder was set 
up and plaintiff was called into the meeting for an expla- 
n..on. Transcripts of the reccrdings were received in 
evidence, and there is no dispute that the statements 
spoken at that meeting were those alleged by plaintiff. 
The essential issue, therefore, on this first claim is 


whether the statements were defamatory. 


Under New York law, injury to reputation is the 
gist of an action for defamation. Any published communica- 
tion, spoken or written, of and concerning the plaintiff, 
without lawful justification or privilege, which accuses 
him of a crime”? or tends to expose him to public contempt, 


scorn, obloquy, ridicule, shame or disgrace, or to induce 
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an evil opinion of him in the minds of right-thinking 
persons, or to injure him in his profession, occupation 


or trade, is defamatory. § 


Essentially, Judelson accused plaintiff of en- 
gaging in conflicting self-interest by establishing and 
operating an outside executive employment agency known as 
the "Mark Group," misappropriating resumes sent to G & W 
by executivies seeking employment, giving them to tiv2 Mark 
Group, placing the executives with outside companies for 
commissions, and wrongfully using time, Manpower and 
material belonging to G & W for the benefit of the Mark 
Group. These statements unquestionably injured Lawlor's 
reputation, exposed him to shame and disgrace, and injured 
him in his profession and occupation, and were, therefore, 


defamatory if false. 


Plaintiff admits that he formed and operated 
the Mark Croup, substantially as stated by Judelson, but 
contends that the statements were, nevertheless, false be- 
cause Judelson knew that the Mark Group was formed and its 
activities conducted solely for the benefit of G & W, hat 
any profits made by the Mark Group were segregated and al- 
ways belonged to G & W, and that Judelson gave him permis- 


sion to embark on that venture on an experimental basi, 


xccording to plaintiff's testimony, the idea 


originated from the fact that G & W is a large conglomerate 
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corporation engaged in many diversif‘ed industries, em- 
ploying hundreds of executives, and needing a reliable 
source for recruiting new talent. Lawlor, therefore, 
aware that there was undoubtedly considerable executive 
talent within the organization, approached Judelson with 
the idea of forming an in-house search company for re- 
cruiting and placing executives within G & W. Such a 
plan, Lawlor thought, would not only save the fees paid 
by G & W to outside search firms but also generate pro- 
fits for G & W f-om fees charged for placing executives 


with outside corporz:.ions. 


Accorling to Lawlor, Judelson told *im that if 
the company were successful, it would become a separate 
profit center ‘or G & W. Although his testimony is un- 
clear on the roint, Lawlor implied that Judelson approved 

he plan of establishing such a company on an experimental 
basis. Lar lor, therefore, set up an executive employment 
agency, ovened a bank account and gave the company an ad- 
dress and telephone listing, all under the name of the 
Mark Gro.p, in Stamford, Connecticut, because he thoug** 
the placement business of the company would be more su 
cessful if it we not identified with G & W ana because 
he did not want a company identified with G & W unless 


and until it became successful. 


Except for admitting that he discussed the sub- 


ject of an in-house search program with Lawlor, Judelson's 


se 
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testimony is in direct conflict with Lawlor's. Judelson 
testified that he expressly forbade Lawlor to form any 
organization for th> purpose of placing executives apply- 
ing for positions with G & W with any other corporation 
for fees. Referring to the alleged slanderous Statements, 
he testified that he was simply contrunting Lawlor with 
the fact that he iad disobeyed instructions and calling on 


him for an explanation. 


The transcript of the April 26 meeting is in- 
formative. It reveals that Juez.son as‘erted, without derial, 
contradiction or even a defense uy Lawlor, that when Lawlor 
had approached Judelson in 1972 . bout forming a G & W enter- 
prise for placing executive applicarts with outside corpor- - 


tions for fees, Judelson had indeed rejected the idea. 


In light of Judelson's unimpeached trial testi- 
mony, corroborated by the transcript of the April 26, 1973 
meeting, we conclude that Judelson rejected the idea of 
setting up an executive Placement agency, whether as aG 
& W company or otherwise, and forbade Lawlor to engage in 
such placement activities for fees and ordered him to con- 
fine his activities to Organizing resumes of all executives 
in G & W subsidiaries to facilitate filling internal vacan- 


cies when they occurred. 


On cross~examination, Plaintiff admitted that 


Judelson had ordered him to terminate the employment of 


Richard Boester, G & W's director of personnel, serving 
under plaintiff. Plaintiff, nevertheless, offered the 
presidency of the Mark Group to Boester and suggested 
that he invest his termination pay from G & W in the 

M ~k Group. Lawlor also admitted offering David Biondi, 
aG « W tax lawyer slated for termination, a job as gen- 
eral counsel to the Mark Group. The undisputed facts 
show that plaintiff established a bank account in Stam- 
ford, Connecticut, under the name of the Mark Group, eee 
though the policy of G & W required that the accounts of- 
ai.f subsidiary company of G & W be conducted by the vice- 
president in charge of banking affairs. Plaintiff also 
established a mailing address and answering service for 


the Mark Group in Stamford, Connecticut. 


An examination of the testimony of Lawlor end 
Biondi, as well as an Organizational chart prepared by 
Lawlor, show. that the Mark Group was to be part of a 
system called "MJL Enterprises." Plaintiff admitted that 
MJL Enterprises was an extension of himself, Matthew J. 
Lawlor, and that he took $14,870 worth of deductions under 
its name on his 1973 personal income tax return. Plaintiff 
also admitted that he did not discuss the Mark Group pro- 
ject with any of his Superiors during *he period of its 


operations. 


In addition, McAward's investigation revealed 


that plaintiff was using his time, that of G & W's employees, 
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and G & W's facilicies and materials for the work of the 


Mark Group. 


These facts compel the conclusion that Lawlor 
was operating the Mark Group as a private business ven- 
ture of his own, in no way connected with G & W, and 
that he did not have the intention of making the Mark 
Group a G & W corporation when, as, and if it became 


successful. 


The conflict of interest policy statement of 


G & W provides, in pertinent part: 


"To avoid the possibility that con- 
flicts of inverest may arise or 

exist between the company and its 
employees, no employee shall have any 
relationships or engage in any activi- 
ties which will impair their indepen- 
dence or judgment. ... I€ any 
possible conflict of interest arises, 
the individual employee must disclose 
all facts relating thereto to his im- 


mediate superior." 


Lawlor, through the activities of the Mark Group, assumed 
a position of conflicting self-interest which cempted him 
to favor the Mark Group, his own employment agency, to the 


disadvantage of G & W, by placing executives who had applied 
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to G & W with outside corporations for a fee, instead of 
Placing them with G ¢« w. This Plainly conflicted with his 
fiduciary duty of loyaily recruiting the best executives 
for G & W. Moreover, he misappropriated the executive re- 
Sumes and misapplied the time and talents of G ¢ W's per- 
sonnel, as well as its materials, for his personal 
advantage. Finally, he failed to disclose any of these 
activities to Judelson, his immediate superior. Lawlor, 
thus, placed himself in a Position of conflicting self- 


interest with his employer, 


We conclude, therefore, that Judelson's State- 
ments about Lawlor at the April 26 meeting were essentially 
true. S ‘nce truth is a complete defense to liability eee 
defamation’, there is no need to consider the other defenses 
raised by defendants, and, accordingly, we Cismiss the firgt 


Claim against Gc & W and Judelson. 
We turn now to consider Plaintiff's second claim. 
PLAINTIFF'S SECOND CLAIM 
a KUUND CLAIM 


Here, plaintiff 2lleges that Davis, in the course 
of his employment with G ¢ W, stated to Report's editor, 
Billings, ® or to one of its employees, that "Plaintiff had 
extracted fees from GULF for Placement of executives with 
GULF." Plaintiff further alleges that the Statement was 


false and defamatory and that defendant Billings caused Re- 


port to publish the statement, all to Plaintiff's damages. 


res 4 


We will later discuss the defamatory nature of the alliged 
statement, but, assuming that the statement is defamatory, 


plaintiff still cannot recover on his second claim. 


Plaintiff offercd no direct evidence that Davis 
ever made any statement, defamatory or otherwise, about 
him to Billings or to anyone else connected with Report. 


Instead, he testified that Davis harbored animosity toward 


him because of an incident in which he had embarassed Davis 


in front of top management and because of rumors he had 
heard from other executives to the effect that Davis was 
out to get him. On the basis of nothing but this flimsy 
evidence, plaintiff asks us to draw the inference that, 
since Davis was present when Judelson's statements were 
made, Davis was the person who conveyed the defamatory 
statements about plaintiff's Mark Group activities to Bil- 
lings and Report. We think the evidence insufficient to 


support the inference which plaintiff seeks to draw. 


Davis testified unequivocally that he did not 
communicate with Billings or anyone else concerning plain- 
tiff, the statements made at the April 26 meeting or the 
Mark Group incident. Davis is corroborated by Billings, 
who testified, in camera, where she revealed her sources, 


and Davis was not among them. 


Finally, Lawlor testified on cross-examination 


that he had discussed the April 26 meeting with four of 
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his associates. Since it is just as likely that one of 
those persons repeated the story to others, we cannot draw 
the inference that Davis was the person who spread the 
contents of the April 26 conversation either directly to 
Billings, to anyone coa ted with Report or to any one 


of Report's sources. 


Accordingly, we dismiss the second claim against 


Javis and G & W for failure of proof. 


We turn to consideration of plaintiff's third 
claim, which is brought against defendants Report, Billings 


and Davis. 
PLAINTIFF'S THIRD CLAIM 
plaice DD 5! IE 8 § 


Here, plaintiff reasserts the second claim's al- 
legations against Davis? and adds that Billings caused Re- 
port maliciously to wublish an allegediy defamatory article 


about him in its May 22, 1973 edition, which stated: 


""CHARLIE WONDERFUL' BLUHDORN 
CRACKS DOWN ON EXECUTIVES. Gulf + 
Western Industries chairman forcec 
to oust Matthew Lawlor two weeks 
ago after discovery of questionable 
practices by Lawlor as v-p employee 
relations. Lawlor in charge of G+W 


personnel department. Reportedly 


ALTA 
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set up dummy corporation Mark Group, 
pened bank account for dummy corpori 
tion. Channeled unsolicited job re- 
Sumes to Mar.,. Group. Extracted fees 
for placement of executives with G+w, 
Charlie eliminates title. Turns over 
Lawlor's duties to director of person- 


nel David Foreman." 


There is no uispute that the above article was published 
of and concerning plaintiff. We turn, therefore, to con- 


sideration of whether the article is defamatory. 


Plaintiff contends that the statement "Te)]x- 
tracted fees for placement of executives with G+w" is 
false and defamatory and so distorts the story as to make 
the entire article false and defamatory. In determining 
whether words are defamatory, New York law teaches that 
words must be defined as persons generally understand them 
in the context in which they are useq.10 The first phrase 
of the statement is "[e]xtracted fees." "Extracted," used 
together with "fees," can Only mean "to draw forth against 
a person's will"1ll 6; "to extort, "12 The second part of 
the statement reads "for placement of executives with G+w." 
Read in context, a reader would undoubtedly understand the 
statement to mean that Plaintiff formed the Mark Group as a 
dummy corporation, channeled unsolicited job resumes of 


executives seeking employment with G & W to the Mark Group, 


and used his position as G & W's vice-president of employee 
relations to compel "kickbacks" from executive applicants 
to G & W as a condition to placing them with G ¢ w. The 
Statement, if false, is therefore libelous since it accused 
Plaintiff of a crime,13 specifically, violating New York's 


kickback statute, 14 


Even assuming that the statement did not accuse 
Plaintiff of criminal conduct, it wis, nevertheless, libel- 
Ous because it clearly intended to expose him to shame or 
diserace, induce an evil opinion of him in the minds -* 
right-thinking persons, and injured him in his occupation 


and profession as a Specialist in employee relations, 15 


Wwe will now determine whetaer the statement was 
false, as Plai. tiff contends, or Substantially true, as 


defendants contend. 


The question to be answered, as formulated in 
Fleckenstein vy. Friedman, 266 N.Y. 19, 23 (1937), is 
"whether the libel as published would have a different ef- 
fect on the mind of the reader from that which the pleaded 
truth would have Produced." Plaintiff argues that the 
challenged statement is entirely false. Defendants!® ar- 
gue that, although plaintiff did not extract fees for 
placing executives with G & W, he did charge a fee for 
Placing a G & W tax lawyer, David Biondi, with Raybestos- 


Manhattan, an outside corporation, and that the difference 


s 
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between that act and those charged in the Statement is in- 


Significant in terms of its effect on the reader. 


We turn now to an examination of the evidence 


in light of the contentions, 


Lawlor's uncontradicted testimony is that he 
Placed only two exectuvies through the Mark Group. The 
fir t -cutive, Charles Tomlinson, was in no way connected 
with . 6. He was placed by Lawlor with an Outside cor- 
poration, Polymer Industries, which then paid a fee to the 
Mark Group for services rendered, 17 Plaintiff also charged 
a fee, through the Mark Group, for Placing David Biondi, a 
G & W tax attorney, with Raybestos-Mauhattan, also an out- 
Side corporation. Lawlor further testified, without contra- 
diction, that Judelson had Ordered him to find a job for 
Biondi with an outside corporation as a way of getting rid 
of him. Plaintiff was in the Process of doing so when he 
was approached by Lee Zetlin, who ran a search firm and was 
loo » for a tax lawyer on behalf of Raybestos-Manhattan. 
Lawlor and Zetlin then Successfully placed Biondi and split 
the fee. Lawlor deposited the fees for both of these trans- 


actions in the Mark Group's bank account, 


This undisputed evidence shows unmistakably that 
plaintiff, however questionable his Practices, did not ex- 
Liuct a fee from unwilling executives for Placing them with 


G & W. Indeed, neither executive paid any fee at all to 


anyone. Instead, the true fact, which was omitted from 
the article, was that two outside corporations willingly 


paid fees to Lawlor, through the Mark Group, for recruit- 


ing executives for them. 


Although publication of the truth would un- 
doubtedly cause the reader to conclude that Lawlor de- 
served censure for engaging in a corflict of interest, it 
could not conceivably have led the reader to conclude that 
Lawlor was guilty of taking kickbacks ‘for performing his 
duty of placing executives with G «& W. The published 
Statement, therefore, so distorted the truth and magnified 
the wrong that it unquestionably made a graver impact and 
inflicted more devastating injury on plaintiff's reputa- 


tion in the mind of the reader than the truth would have 


produced. 


We find, therefore, that the statement "[e]x- 
tracted fees for placement of execitives with G+w" was 
false and that its publication so distorted the truth as 


to make the entire article false and defamatory. 


turn now to consideration of whether the 


Statements avi article were privileged under the First 


Amendment. 


It appears from the evidence that plaintiff 


holds no public office, does not have general fame or 


notoriety in the community, has no pervasive involvement 
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in public affairs and has not injected himself into a 


public controversy. He is, therefore, neither a public 


official nor a public figure, 18 Derendants conceded as 


much upon the trial but, nevertheless, contend that Since 


Plaintiff was a high corporate executive in one of the 


"top 100 corporations" and Repe t is directed exclus:.vely 


to that group, we should find . rat plaintiff was a limited 


public figure for the limited public event of the Mark 


Group incident and allow them to invoke the qualified pri- 


vilege of New York Times Co. v. Sullivan, 376 U.S. 254 
ee MES CO. sere eve 


(1964). We think the contention untenable for such a rule 


would sweep all “orporate officers under the restrictive 


New York Times rule and distort the plain meaning of the 
ee MES 


public official or pubiic figure category beyond all recog- 


nition. 


Clearly, the State of New York has a strong and 
legitimate interest in compensating private individuals 


for actual injury to reputation, but under Gertz vy. Robert 


Welch, Inc., 418 U.S. 323 (1974), it may not permit re- 


covery of presumed or punitive damages at least when lia- 


bility is not based on a showing of knowledge of falsity 


or reckless disregard for the truth. 


A newspaper or periodical which publishes de- 


famatory falsehoods about an individual who is neither a 


Public official nor a public figure may not claim a consti- 


tutional privilege against libel for the actual injury 


AR3A~ 


inflicted by those statements. As the Supreme Court said 


in Gertz, Supra, 418 U.S. at 340-347: 


"(Tjhere is no constitutional 
value in false Statements of fact. 
Neither the intentional lie nor the 
careless error materially advances 
society's interest in ‘uninhibited, 
robust, and wide-open' debate on 
Public issues. .., 

The legitimate State interest 
underlying the law of libel is the 
compensation of individuals for the 
harm inflicted upon them by defama- 
tory falsehood. ... [S]o long as 
they do not impose liability without 
fault, the States May define for 
themselves the appropriate standard 
Of liability for a publisher or 
broadcaster of defamatory falsehood 


injurious to a private individual." 


Consequently, the Supreme Court held that, when the sub- 
Stance of the defamatory statement makes substantial in- 
jury to the reputation apparent, the state is free to 

allow recovery of compensatory damages by a private indi- 


vidual for injury to his reputation caused by a defendant's 


negligence in Publishing false and defamatory statements 
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about him. Examination of New York decisions since Gertz 
shows tnat the New York ccurts have adopted its negligence 


standard. 19 


There is no showing here that defendants had 
actual knowledge that the article was false. We turn, 
therefore, to consideration of whether defendants published 
the article with reckless disregard of whether it was false 


Or not or was negligent. 


Billings testified that her Original source for 
the article was a professional journalist known to her for 


approximately six years. She said: 


"The information I received was 
that Mr. Lawlor at Gulf & Western 
had recently been ousted due to 
some questionable Practices involv- 
ing an Organization called the Mark 
Group which involved using unsoli- 
cited resumes, and that there were 
fees involved in working with these 


unsolicited resumes, "20 


It is clear that Billings's initial source did not inform 
her that Lawlor had "extracted fees for placement of execu- 
tives with G ¢ w" but had given her a generalized and in- 
complete version of what had occurred, 21 Billings then 


gave this information to Robert Kenney, associate editor of 
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Report, and when asked what Kenney did to confirm the in- 


formation she replied: 


"Well, Mr. Kenney had reported 
back to me that the information 
which I had given him checked out, 
and that his sources confirmed 


what my sources had given me."22 


Billings also testified that Kenney told her 
that he had telephoned G & W to contact Lawlor, but that 
G & W had informed him that Lawlor was no longer there and 
had left no forwarding address, Billings's testimony 
about what Kenney told her is, of course, hearsay, but, 
even if we accept the hearsay, it amounts to an admission 
by Billings that Kenney only confirmed the general version 


of the Story given to her by her initial source, 


There is no evidence whatever that Kenney even 
knew, much less investigated, any accusation or information 
that Lawlor had extracted fees for Placing executives with 
Gé&w. It it also Clear that Kenney made no attempt, be- 
yond a perfunctory and futile telephone call to G & W, to 
locate Lawlor to seek his version of the story; nor did he 
seek to interview any other executive of G & W prior to 


publication. 


Kenney was not Called as a witness, and, except 


for stating that he was no longer in Report's employ, there 


Ty Geen con nner een 
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was no explanation for defendants’ failure to Call him. 
Beyond the Nearsay, there is no evidence that Billings or 
Report made any effort whatever to check the accuracy of 


the false and defamatory article. 


In light of these facts, we have no difficulty 


in concluding that defendants were negligent, for there 


the defamatory falsehood. Apparently, Billings carelessly 
distorted the iauformation and magnified the wrong in order 

to Sensationalize the story; or negligently misinterpreted 
the informatio: She had bee Given; or negligently used in- 
accurate language to describe the true facts, Plainly, 

under any of those explanations, she was negligent both in 
interpreting the facts and in writing the article. Since 
€ach explanation involves negligence on the part of Billings, 
which is imputable to Report, we conclude that defendants 
were negligent and are liable to plaintiff for actual dam- 


ages, 23 
DAMAGES 


Upon a Showing that a defendant negligently 
Published a defamatory falsehocd about him, 24 Plaintiff can 
recover "actual damages," including, in addition to out-of- 
pocket injuries, damages for impairment Of reputation and 
Standing in the community, for personal humiliation, and 


for pain and mental anguish, All damages awarded must be 


solely compensatory and supp 


orted by competent evidence 


showing the harm, although evidence of its dollar value 


need not be introduced, 25 


Plaintiff Claims four items of damages: 


(1) 


inability to obtain other employment ; (2) injury to re- 


Putation; (3) Pain and mental anguish; and (4) injury to 


credit. 


Before discussing the 
remaining items, we must determine whether they were proved, 
and, if so, whether they were proximately caused by the ne- 


gligence of defendants Billings and Report. 


Plaintiff introduced evidence that he had a good 


reputation in the business community, which was undermined 
by Report! ory falsehood, and 
that this 


been called to Washincton, Dic. 


» to discuys a Position as 
undersecretar Of labor. He was in his mid-for'ies, wit 


bachelor and master's degrees from Prestigious colleges, 


happily married, 


the father of two children, and a veteran 


of the United States Marine Corps. 


It was established ac trial that, before the 


article was Published, the Mark Group Ccontrcversy was not 


Report, by Publishing the defamatory fe 


and circulating it to the business communi 


Caused harm tc 


lsehood 


LY, Prox:.mately 
Lawlor's reputation and caused him to suf- 


fer great Pain and mental anguish, 


William McCulloch, an 


executive search consultant, 


testified that Report was 


"public" to the business community. This testimony is 


Supported by Billings's ow 


we conclude that defendants' conduct proximately Caused 
damage to Plaintiff's reputation in his Profession as a 


Personnel director , 


the business community, 


oe. 
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Since his graduation from college in 1953, plaintiff had 
worked hard to establish his reputation as an expert in 
the labor relations field. Report, by publishing this 
falsehood about him, undermined twenty years of hard work 
and humiliated him before the community which had formerly 


recognized him as an expert. 26 


Plaintiff also claims that defendan«s' negli- 
gence is the cause of his inability to secure new employ- 
ment. Plaintiff was forty-three years old at the time of 
the libel and contends that he is entitled to damages from 
that time until he reaches retirements, at the rate of 


$95,000 per year. 


It is undisputed that Lawlor's inability to ob- 
tain employment is caused by (1) G & W's justified failure 
to recommend him, and (2) defendants' negligent publication 
c= the defamatory falsehood about him. Under New York law, 
when two or more causes combine to produce a single result 
incapable of any logical division, such as plaintiff's in- 
ability to get a job, a determination must be made as to 


which cause was the substantial factor in bringing about 


the event. 2? 


Plaintiff contends that, although G & W's refusal 
to hire him may have affected his ability to secure employ- 


ment, the substantial cause of his inability to get a job is 


the publication of the false and defamatory article about him. 


Plaintiff has the rurden of proving that the 
publication of the falsehood was a material element or 
substantial cause of his inability to get a job. Plain- 
tiff's own expert witnesses, Christopher Christian and 
Everard Lawrence, executive placement consultants, point 
iustead to G & W's justified refusal to recommend him as 
the substantial cause of his joblessness. Christian tes- 
tified that he stopped any attempts to place plaintiff 
with Sunshine Biscuit Company when G & W would not recom- 
merd him, Lawrence testified that, even before the arti- 
cle was published, he had withdrawn a job offer made to 
plaintiff because G & W would not recommend him. Since 
plaintiff has not proved that defendants’ negligence was 
a substantial cause of his inability to secure employment, 
we need not address the question of damages in respect to 


this claim. 


Since plaintiff has proved that defendants’ 
negligence caused serious damage to his reputation and 
caused him to suffer pain and mental anguish on his part, 
we find that damages for those injuries are appropriate. 
We do, however, mitigate the damages her: ‘n awarded by 
taking into consideration Lawlor's conduct, which was by 
no means free from wrong. We thus concl 4e that $45,000 
is a fair recovery against defendants Billings and Report 


under the circumstances, 
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G & W'S COUNTERCLAIM AGAINST LAWLOR 
ee NOT LAWLOR 


G & W counterclaims against plaintiff for de- 
Claration of a constructive trust on its behalf of all 


profits made by the Mark Group and for damages. 


At trial, G & W abandoned its claim for damages 
but presented evidence to Support its claim for declara- 
tion of a constructive trust. G & W contends that, since 
Lawlor admitted that the Mark Group recived $11,700 in 
fees and conceded that these fees always belc.ged to G & W, 
we should declare a constructive trust in that amount for 


G & w.28 


The law of New York provides thai when an em- 
Ployee of a corporation takes confidential information from 
it and uses such information to benefit his own enterprise, 
thus placing himself in a conflict of interest, the employer 
is entitled to the declaration of a constructive trust of 


all profits made by the enterprise. 29 


Plaintiff argues that, although the Mark Group 
Originally made $11,700 in profits, he authorized that 
$3,000 of t*ese profits be paid to Stephen Markham, as 
Salary for working for the enterprise, and that this amount 
should be deducted from the $11,700. However, plaintiff 
admitted that he paid the $3,000 to Markham without authori- 


zation from G & W. 


432A 


We conclude, therefore, that Plaintiff must 
turn over $11,700 to defendant G & W. We impose a con- 
structive trust of $8,698.50, now on deposit in account 
No. 27-45804 at the New York Bank for Savings, in the 
name of Richard Ives Rudell, and direct Rudell to turn 
over this fund to G «Gc. We grant judgment for $3,001.50, 
the difference between the amount on deposit and the 


$11.700, against Plaintiff in favor of defendant G ¢ w. 


The foregoing Opinion constitutes this court's 
findings of fact and conclusions of law, in accordance 


with Rule 52, Fed.R.Civ.P, 
Accordingly, we grant judgment: 


(1) in favor of defendants David N. Judelson 
and G & W against plaintiff dismissing the first claim 


for relief; 


(2) in favor of defendants Martin s. Davis 
and G & W against plaintiff dismissing the second claim 


for relief; 


(3) in favor of Plaintiff against defendants 
Report and Cynthia A. Billings on the third Claim for re- 


lief, in the amount of $45,000; 


(4) in favor of defendant Martin S. Davis 


against plaintiff dismissing the third Clait. for relief; 


« 
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(5S) in favor Of defendant Gc & W against Plain- 


tiff on the first, third and fourth counterclaims imposing 
@ constructive trust of $8,698.50, now on deposit in ac- 
count No, 27-45804, at the New York Bank for Savines in 
the name of Richard Ives Rudell, and directing Rudell to 


turn ove, this fund to G ¢& W; 


(6) in favor Of defendant Gé&w against plain- 
tiff on the first, third and fourth counterclaims, in 


the amount of $3,001.50; and 


(7) in favor Of plaintiff against defendant 


Gé&wW dismissing the second counterclaim. 


Settle judgment and decree within ten (10) days, 


Dated: New York, N. y. 


May 13, 19 © 


S/Lloyd - MacMahon 
LLOYD F. MacMAHON 


Unite” States District Judge 


rG4A 


Lawlo» y, Gallagher Presidents’ 


Report, Inc. eu al. 73 Civ. 5443-LFM 


FOOTNOTES 
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"You, in fact, Matt, have gotten letters, from peo- 
Ple, looking for jobs, innocentl:;, that have been under 
the Mark Group letterhead, Sent to people. You have 
received fees from Bushee and from, uh, uh, on this one 
Placement - the fellow's name is Dambrosky, eh. oe 


"I would Say this ™ tt, that Primarily is on the 
basis of this. Tf wo... Say that if is, it has nothing 
to do what, what I consider to be tcetally fraudulent. 


A think your whole Story here, is 4a, is a nice composite 


SOlutely defies gravity, I mean I refuse to accept any- 
thing you said Matt, I know exactly what was set up, I 
wasn't born yesterday. This company didn't get built 
by a bunch of idiots who happen to reside on the 42nd 
Floor, Matt. We are really not Stupid, or if we were, 
this company wouldn't be as big as it is. I find it, 
Matt, a disgrace, that an Officer of this company would 
enter into something like this, unbeknown to myself, 
who you r orted to, as an absolute Subterfuge to go 
ahead and take fees in a Situation where you obviously 


here for resumes and put them in, I could even see you 


"I think it is entirely fraudulent Matt, it's an in- 
Sult to my intelligence and everybody else's Sitting in 


there was an employee here receiving $21,000 a year in 
tary to type up resumes," 


"Now Matt, I told you, I yave you confidence when 
you came here, you did not return it Matt, in fact, you 
might have flipped a gear someplace along the line here, 
and is very cbvious in Case you want to know about it 
the Management Resources Opened up your eyes to what 
could be done Outside of the company, rather than inside 
of the company, and that's why the Mark Group was tormed." 


a. 
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"But I want to tell you Matt, I'm not gOing to stand 
nee 3¢. sf won't have for one second. I think that you 
must have been absolutely crazy, Matt. I'm not trying 
to give you a lecture, but you have gone ahead and yvou’ve 
ruined the job that you have here, you can get no recom- 
mendation from me, Mr. Lawlor for any possible job." 


"And I can really throw it at you, Matt. I could give 
you so much trouble, that you'll never want to wake up. 
Now, I'm not going to do that Or one reason, Mr. Lawlor, 
I know you have a family, and I feel for your kids, I 
want to tell you that. And I shouldn't fee] this way, 
and I know God-damned wel] I shouldn't, because I should 
be as high as my Standards are with regard to this. [I 
Should be just that tough, too, when it comes to some- 
thing like that." 


vesty that you've tried to perpetrate as the, as the pur- 
pose behind doing this whole thing. It is so deceitful, 
Matt, that it's even unbecoming to you to sit here and 
try to tell me that. Do you think I'm that Stupid - do 
you really think that?" 


Klaxon Co, y. Stento. Elec. Mfg. Co., 313 u.s. 487 
(1941); Rosenthal y. Warren, 475 F.2d 438 (2d Cir. £973); 


Babcock y. Jackson, 12 N.Y.2da avs 481, 240 N.¥.S.24 
743, 749 (1963). 


At trial, the Parties agreed that New York law applied 
for determination Of all issues, 


Berkson yv. Time, Inc., 8 App. Div. 2d 352 (lst dep't), 
187 N.Y.S.2a 849 (1959), aff'd, 7 N.y.24 1007, 200 N.Y.S.2a 
51 (1960); Frechette y, Special Ma azines, Inc 285 App. 


Div. 174 (3d dep't), 136 N.Y.S.2d 448 (1954). 


e@ 


Hahn v. Andrello, 44 App. Div. 2d 501 (4th dep't), 355 


__ 


N.Y.S.2d 85 (1974); Kimmerle v. New York Evening Journal, 


Inc., 262 N.y. 29 (1933); WwW. Prosser, Law of Torts § 106, 


at 756 (3d ed. 1964). 


10 


11 


12 


13 


14 


Curtis Pub. Co, y. Butts, 388 U.S. 130 (1967); Crane 


v. New York World Telegram Corp., 308 N.y. 479 (1955). 
RS Telegram Corp. 


Neither Report nor Billings is Named as a defendant 
in the second Claim. 


Our dismissal of the second Claim against defendant 
Davis also requires dismissal of the third Claim as to 


Crane v. New York World Telegram Corp.., Supra; Tracy 
V- Newsday, Inc., 5 N-Ytq 134, 182 N.Y.S.2d T (1958). 
In analyzing the article, we will assume that the reader 


had no independent knowledge cf the April 26, 1973 meet- 


Oxford English Dictionary (1971). 


The Random House Dictionary of the English Language 
(1969), 


Berkson vy, Time, Inc., su ra; Frechette y, Special 

patetbhdteeh Lt Supra ee eS special 
Magazines, inc., su ra. 

ae NC, 


Section 198-b(2) of the N.Y. Labor Law (McKinney 
1S3s5, Supp. 1975), entitled "Kickback of Wages Prohi- 
bited," reads, in pertinent Part, as follows: 


"Whenever any workman who is engaged to perform labor 
Shall be Promised an agreed rate of wages for his sery- 
sces. . . it Shall be unlawful for any person... to 
request, demand, or receive either before or after such 
workman is engaged, a return, donation or contribution 
Of any part or all of said workman's wages, salary, or 
Other thing of value, upon the Statement, representation, 
or understanding that failure to comply with Such request 
Or demand will Prevent such workman from Procuring or re- 
taining employment, " 
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Section 198-b(5) of this statute Provides that: 


"A violation of the Provisions of this section Shall 
constitute a misdemeanor, " 


is a part, was designed to regulate the wages paid to em- 
Ployees in New SOrK,, Tt Spells out the Procedures by 


Section 198-a, the general criminal Provision of Article 
Six, states that the criminal Penalties of the Article 


therefore, that the New York Legislature did not intend 
that the term "workman" in § 198-b(2) be interpreted to re- 
fer only to manual laborers but intended that it be broadly 
construed to refer to any employee, including executive em- 
Ployees, Thus, the kickback Statute would cover the acts 
Lawlor was accused of doing. 


Hahn vy. Andrello, supra, 


In this section, "defendants" refer only to Billings and 
Report, 


et. is undisputed that Corporations regularly Pay fees 
to search companies for Placing executives with them. 


Gertz y. Robert Welch, ing.., aie U.S. 333 (1974), 


The following New York decisions have applied the ne- 
gligence Standard where a Private Person, not involved in 
a public controversy, seeks to recover for Publication of 
a defamatory falsehood about him: Caldwell y. Bantam 
Books, Inc. (Sup. hes oe! Co. 1974), reported in N.Y.L.J., 
Nov. l, 1974, Ds, E77, col. 2; Bailey Vv. Hahn (Sup. Ct., West- 
chester Co, 1974), reported in N.Y.L.5., July 23, 1974, 
P- 32; eo}, 7, 


Prior to Gertz, the New York courts allowed a private 
person, not involved in @ public controversy, to recover 
Simply by Showing that defendant Published a defamatory 


Statement about him. See, e, - Corrigan vy, Bobbs-Merrill 
g —Vitigan ——saterrill 


(1920), This Standard of 
bility WaS Overruled by Gertz, See Gertz, 


Strict lia- 


Supra, 418 
York Stand- 


However, 


We concliide th 
faced with the 
court decisions 


and adopt the negligence Stand 


20 


21 


22 


23 


24 


25 


Billings was 
n the May 22, 


She responded that She 
from her Original Source 


Serving and Strains Credibility, 
disregard bi in 


Tr. 342-343, 


See Caldwel] We 
Hahn, Supra, 


Bantam Books, Inc. 


, Supra; Bailey Vv. 


See Gertz, 
eee 


Supra, 418 U.S. at 350:, 


26 


27 


28 


about Lawlor's involvement with the Mark Group, his re- 
Putation would have been tarnished and this fact will 
be considered in mitigating the damages awarded to 
Plaintiff, 


See Dunham Vv. Village of Canisteo, 303 N.y, 498 (1952); 


Cornbrooks y. Terminal Barber Shops, Inc., 282 n.y. 217 


(1940); Spector vy. Mermelstein, 485 F.2d 474 (24 Cir, 
| ia es at 


G & W also contends that it is entitled to the compen- 
Sation it paid to Lawlor during the Period he Operated 
the Mark Group. We are Precluded from considering this 


Claim as G & w failed to amend its Pleadings to include 
it. 


Sialkot Importin Corp. v. Berlin, 295 n.y. 482 (1946); 


Harry R. Defler Corp. v. Kleeman, 19 N.Y.24 694, 278 
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UNITED s 


TATES DIST 
SOUTHERN DIST 


RICT COURT 
RICT op NEW YORK 


CE Pen ae ea Ta 


=~ 2 
MATTHEW J. LAWLOR, 


Plaintifg, 
~against- 


: 73 Ciy. 5443 
THE GALLAGHER PRESIDENTS! 


; : JUDGMENT 
IN S. Davis ‘ Be ree 


The issues in the above-entj 


tled 
been brought on regularly 


ction having 
for trial before the 


Lloyd Pp. MacMahon, United Sta 


Honorable 


tes District Judge, 
ber Pa 


On Octo-~ 
and at the Conclusion Of the 


, 


evidence the Court having reserved decision, 


and the 
On May ui 1975 


Court thereafter 


‘ 


having handed down its 
Opinion, 


constituting its findings Of fact 8nd concly- 
Sions of law, it is 


ORDERED, ADJUDGED and DECREED: 


(1) That Plaintif¢: 


S first Claim for relief 
against defendants David Nn. 


Judelson and Gulf & Western 


Industries, 7 be and the same hereby 


ne, 


P is dismisseq; 


(2) That Plaintiff's Second claim for relief 
against defendants Martin S. 


Davis and Gulf & We 


Stern 


(LFM) 
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Industries, Inc., be and the same hereby is dismissed; 


(3) That Plaintiff's third claim for relief 
against defendants The Gallagher Presidents' Report and 
Cynthia A, Billings be and the same hereby is granted, in 


the amount of $45,000; 


(4) That Plaintiff's third claim for relief 
against defendant Martin S. Davis be and the Same hereby 


is dismissed; 


(5) That the first, third and fourth counter- 

Claims of defendant Gulf & Western Industries, Inc., against 
Plaintiff, imposing @ constructive trust of $8,698.50, now 
On deposit in account No. 27-45804, at the New York Bank for 
Savings, in the name of Richard Ives Rudell, and directing 
Richard Ives Rudell to turn Over said $8,692.59 to defen- 
dant Gulf & Western Industries, Inc., be and the same hereby 
is granted; and, accordingly, that Richard Ives Rudell turn 
over the said $8,698.50 to defendant Gulf ¢& Western Indus- 


tries, Inc.; 


(6) That the first, third and fourth counter- 


is granted; and, accordingly, that Plaintiff Pay to defen- 


dant Gulf & Western Industries, Inc., the amount of 


$3,001.50; 
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(7) That the second count. claim of defendant 
Gulf & Western Industries, Inc., kz and the same hereby 


is dismissed; and 


(8) That the Clerk Of the Court be, and the 
Same hereby is, authorized to enter judgment for costs to 
be taxed, 


Dated: New York, New York 
May 27th, 1975 


Ss/Lloyd F., MacMahon 
aye *: MacMahon 


U.S.D.J. 


JUDGMENT ENTERED - 6/6/75 


—S/Raymond F. Burghardt _ 
Clerk 


7/7/75 - Bill of Costs as taxed in the sum of $1,107.73., 
in favor of pla‘ntiff, as against defendants 
Gallagher Presidents' Report and Cynthia A. Bil- 
lings, and added to the judgment. 


s/Raymond F. Burghardt 


Clerk 
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UNITED STATES DISTRICT courT 


| SOUTHER: DISTRICT OF xEW YORK 


MATTHEW J. LAWLOR, 


Plaintiff, 


- against - 


THEE GALLAGHER PRESIDENTS! REPORT 
CYNTHIA A, BILLINGS, GULP & TER? 
| INDUSTRIES, INC., DAVID N. JUDELSON and 
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MARTIN S. DAvVIs, 
Defendants. 
— - — — — — — _ — — — — — — — — — —s — — — x 


Notice is hereby given that The Gallacher Presidents’ 


Report, Inc. and Cynthia As Billings, two of the celendants 


above named, hereby appeal to the United States Court of Arpeals 


for the Second Circuit from that part of the final judgment 


encered in this éacticn on the 6th day of June,. 1975 in favor of 


the pleintifef, Matthew J. Lawlor, on the third Claim for relief 


against the defendants The Gallagher Presidents' Re ort Inc. and 
Cynthia A, Billings. } 


Dated: New tork, N.. ¥. 
June 16, 1975 TOWNLEY, VEDIKE, CARTER 


o> he bh. ° 


iy ty 
on 
1 

iD 


“ay 


RICHARD Ivrs RUDELL and 

| DAVIS Fa SLCLZAR, Bao0S. 
Attorneys for Plaintiff 
600 Madison Avenue 

New York, New York 10022 


PROSKAUER, R 
Attorneys fo 
GULF §& WESTER , i P 
DAVID N, JUDELSO)} and MARTIN 
300 Park Avenue 

New York, New York 10022 
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UNITED STATES DISTRICT COURT 
SOUTHERN DISTRIcr OP Nut YORK 
clic ha cat or a ee Se ee ie me ak x 


MATTHEW J. LAWLOR, 


Plaintiff, g 
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73 Civ. 5443 (LFM) 


~against- 


THE GALLAGHER PRESIDENTS! REPORT, 
ass CYNTHIA A, BILLINGS, GULP ¢ 
WESTERN INDUSTRIzs, 4 a DAVID nN, : 
JUDELSON and MARTIN Ss. DAVIS, 


Defendants. 


ORDER 


It IS HEREBY ORDERED that that Part of the transcript 


Of the tria} testimony of defendant Cynthia a. Billings 


("Billings") Consisting of Pages 379 to 403 inclusive, Ordered 


Sealed by the Court at the request of defendant 


The Gallacher 


Presidents! Report, Inc. ("p Ore") ana Billings On Octcher Aes 


1975, presently in the Custody of the Southern District Court 


Reporters be delivereg to the Clerk of the Court, 


and that said 


defendants be Permitted to Photocopy Said sealeg Portion of the 


transecr_pt for the limite use of the Prosecution of Said defen- 


dants' @ppeal from Part of the Judgment entered in this action on 


June 6, 1975; and 


IT Is PURTHER ORDERED that upon Completion of the 


thereof Shall be made part Of the record on eppeal under foal 


Sudject to tie Iditions hereinafter Provided; 


ee. 


| 
if 


IT IS FURTHER ORDERED that the attorneys for Cefeondan: 


‘ 
| 
(? 
-. 


Billings and Report shal] Provide a Copy of the aforesaic 
of the transcript to the attorneys for the Plaintiff upon their 
request to be used Only in accordance with the Provisions set ‘ 


forth, herein; and 


IT IS FURTHER ORDERED that the attorneys for Gefendancs 
Report and Billings and Plaintiff shal} continue to Preserve ane 
maintain the confidentiality Of said sealeg Portion of the trans 
cript, Specifically the names or identities of said defendants’ 
Sources, and not disclose any protion thereof to any other persesn 


including the parties to this action; and 


~ 
iu 


IT IS FURTHER ORDERED that UPON Conclusion of s- 
appeal, the Clerk of the Court of Appeals shall deliver the saia 
Sealed portion of the transcript to the Clerk of this Court to 
be stored in the safe of Said Court. 


Dated: New York, New York 
June 26, 1975 ~ 4 | 


